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WEDNESDAY, JUNE 27, 1951 


House or REPRESENTATIVES, 
ComMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met, pursuant to notice, at 10 a. m., in room 1310, 
ao House Office Building, Hon. Harold D. Cooley (chairman) pre- 
siding. 

The Carman. The committee will be in order. 

The committee has for consideration H. R. 4521, a bill to amend 
and extend the Sugar Act of 1948. 

(The bill is as follows:) 


[H. R. 4521, 82d Cong., 1st sess. ] 
A BILL To amend and extend the Sugar Act of 1948, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That section 202 of the Sugar Act of 
1948 is hereby amended to read as follows: 

“Sec. 202. Whenever a determination is made, pursuant to section 201, of 
the amount of sugar needed to meet the requirements of consumers, the Secre- 
tary shall establish quotas, or revise existing quotas (a) for domestic sugar- 
producing areas, by apportioning among such areas four million four hundred and 
forty-four thousand short tons, raw value, as follows: 


Short tons, 
raw value 


Pisineetic teet’ sugar ioe o Go bes ie te ee REAR ELE wide Mi: Meee 1, 800, 000 
Denne “COTA as a et ee eee Se Be Nea 500, 000 
NI i ea CUA ap TEA AMA OATRNEL ARMS SOP 1D FAC! EL BASS eid dS 1, 052, 000 
ge RR REEL, SR Mal SS GR A Rae is ps ME ES AS ee BS A 1, 080, 000 
ee ES ba igo Biiog 2E REAR, USE AEE i Ge ae AS Ln ace EE 12, 000 


“(b) For the Republic of the Philippines, in the amount of nine hundred and 
fifty-two thousand short tons of sugar as specified in section 211 of the Philippine 
Trade Act of 1946. 

“(e) For foreign countries other than the Republic of the Philippines, by 
prorating among such countries an amount of sugar, raw value, equal to the 
amount determined pursuant to section 201 less the sum of the quotas established 
pursuant to subsections (a) and (b) of this section, on the following basis: 


“Area Per centum 
ee eel rare esis eee edciege ws prelpyaiencnoereon 96 
Foreign countries other than Cuba and the Republic of the Philippines____ 4 


“Ninety-five per centum of the quota for foreign countries other than Cuba 
and the Republic of the Philippines shall be prorated among such countries on 
the basis of the average amount imported from each such country within the 
quotas established for the years 1948, 1949, and 1950, except that a separate pro- 
ration need not be established for any country which entered less than two per 
ecentum of the average importations within the quotas for such years. The 
amount of the quota not so prorated may be filled by countries not receiving sep- 
arate prorations, but no such country shall enter an amount pursuant to this 
subsection in excess of one per centum of the quota for foreign countries other 
than Cuba and the Republic of the Philippines. 


1 
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“(d) Notwithstanding the other provisions of this title IJ, the minimum 
quota established for Cuba, including increases resulting from deficits deter- 
mined pursuant to section 204 (a), shall not be less than the following: 

“(1) 28.6 per centum of the amount of sugar determined under section 
201 when such amount is seven million four hundred thousand short tons 
or less; and 
“(2) two million one hundred and sixteen thousand short tons, when the 
amount of sugar determined under section 201 is more than seven million 
four hundred thousand short tons. 
The quotas for domestic sugar-producing areas, established pursuant to the 
other provisions of this title II, shall be reduced pro rata by such amounts as 
may be required to establish such minimum quota for Cuba.” 

Sec. 2. Section 204 of such Act is amended to read as follows: 

“Sec. 204. (a) The Secretary shall from time to time determine whether in 
view of the current inventories of sugar the estimated production from the 
acreage of sugarcane or sugar beets planted, the normal marketings within a 
caiendar year of new-crop sugar, and other pertinent factors, any area will be 
unable to market the quota for such area. If the Secretary finds that any 
domestic area or Cuba will be unable to market the quota for such area, he shall 
revise the quotas for the domestic areas and Cuba by prorating an amount of 
sugar equal to the deficit so determined to the other such areas on the basis 
of the quotas then in effect. If the Secretary finds that the Republic of the 
Philippines will be unable to market the quota for such area, he shall revise 
the quotas for Cuba and foreign countries other than Cuba and the Republic 
of the Philippines by prorating an amount of sugar equal to the deficit so de- 
termined, as follows: 

“To Cuba, 96 per centum; and 
“To foreign countries other than Cuba and the Republic of the Philip- 
pines, 4 per centum, 
If the Secretary finds that foreign countries other than Cuba and the Republic 
of the Philippines cannot fill the quota for such area, he shall increase the quota 
for Cuba by an amount equal to the deficit. 

“Whenever the Secretary finds that any area will be unable to fill its pro- 
ration of any such deficit, he may apportion such unfilled amount on such basis 
and to such areas as he determines is required to fill such deficit. 

“(b) Whenever the Secretary finds that any country will be unable to fill the 
proration to such country of the quota for foreign countries other than Cuba 
and the Republic of the Philippines established under section 202 (c), or that 
any part of such proration has not been filled on September 1 of the calendar 
year, he may apportion such unfilled amount on such basis and to such coun- 
tries as he determines is required to fill such proration. 

“(c) The quota or applicable proration for any domestic area, the Republic 
of the Philippines, Cuba, or other foreign countries as established under the 
provisions of section 202 shall not be reduced by reason of any determination 
of a deficit existing in any calendar year under the provisions of subsections (a) 
and (b) of this section.” 

Sec. 3. Section 207 of such Act is amended by adding a new subsection (h) 
as follows: 

“(h) The quota for foreign countries other than Cuba and the Republie of 
the Philippines may be filled by direct-consumption sugar only to the extent 
of 1.36 per centum of the amount of sugar determined pursuant to section 201 
less the sum of the quotas established in subsections (a) and (b) of section 
202: Provided, That each such country shall be permitted to enter an amount of 
direct-consumption sugar not less than the average amount entered by it during 
the years 1948, 1949, and 1950.” 

Src. 4. Section 411 of such Act is amended to read as follows: 

“Sec. 411. The powers vested in the Secretary under this Act shall terminate 
on December 31, 1956, except that the Secretary shall have power to make pay- 
ments under title III under programs applicable to the crop year 1956 and 
previous crop years.” 

Sec. 5. Section 3508 of the Internal Revenue Code (reiating to termination 
of taxes) is amended by striking out “June 30, 1953” wherever appearing therein 
and inserting in lieu theerof “June 30, 1957.” ; 

Sec. 6. The amendments herein shall become effective January 1, 1953, ex- 
cept that section 1 through 3 hereof shall be effective for purposes of the deter- 
minations and regulations required for the calendar year 1953. 
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The Cuairman. We have with us Mr. Lawrence Myers, Director, 
Sugar Branch, Production and Marketing Administration, United 
States Department of Agriculture. We will be very glad to hear 
you now, Mr. Myers. 

The Chair would like to announce that the House convenes at 11 
o’clock, and this committee has a bill which is now being considered 
on the floor. We will have to adjourn about 5 or 10 minutes to 11 
o’clock, so that the members will have time to reach the floor for 
the convening of the House. In view of that situation, I would like 
to ask the members not to interrupt Mr. Myers while he is presenting 
his statement. After Mr. Myers’ testimony, our purpose is to continue 
the hearing and to afford everybody an opportunity to be heard fully 
concerning the provisions of the proposed bill. We are still in a 
rather bad situation on account of the business of the House. We will 
not be able to meet this afternoon on that account. There is some 
doubt as to whether we will be able to meet tomorrow morning at 
10 o’clock on account of the fact that the House may convene at 11 
o'clock tomorrow. We will not know that until this afternoon, but 
anyone wanting to be heard, if they will leave their names with the 
clerk or some member of the staff we will try to schedule further hear- 
ings as early as practicable. 

We will be glad to hear from you now, Mr. Myers. 


STATEMENT OF LAWRENCE MYERS, DIRECTOR, SUGAR BRANCH, 
PRODUCTION AND MARKETING ADMINISTRATION, UNITED 
STATES DEPARTMENT OF AGRICULTURE 


Mr. Myers. Mr. Chairman and gentlemen, I appreciate the short 
time that the committee has, and I shall try to hasten through my state- 
ment as rapidly as possible. 

The Agriculture Committee of the House of Representativ es now 
has before it H. R. 4! 521, a bill to extend and amend the Sugar Act 
of 1948. A companion bill, S. 1694, has been introduced in the Senate. 

In major outline, H. R. 4521 extends the Sugar Act from December 
31, 1952, to December 31, 1956; it increases Puerto Rico’s quota for 
marketing on the mainland from 910,000 tons to 1,080,000 tons; it 
increases from 6,000 to 12,000 tons the quota for the Vi irgin Islands 
and it increases the participation of the full duty countries supplying 
our market. The bill also contains a few amendments affecting quota 
administration. 

Although the bill before the committee can be summarized in this 
brief fashion, it seems appropriate and desirable at this time to 
review the conditions that made it necessary for this country to under- 

take special sugar legislation and to observe the benefits that have 
come from that. legislation. Those facts should demonstrate the im- 
portant national purpose being served by our sugar legislation and 
the need for its continuation. 

Historically, the sugar industry of the United States has received 
the benefits of a tariff for the past 162 years, the original sugar tariff 
having been enacted on July 4, 1789. Prior to the adoption of the 
first of the sugar acts in 1934, the rates on raw sugar under this tariff 
ranged generally from 1 cent to over 3 cents per pound. From 1816 
to 1832 a special rate of 12 cents per pound was in effect on loaf sugar. 
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In one period, from September 1, 1891, to July 1, 1895, raw sugar was 
duty-free, but a compensating bounty of 2 cents per pound was paid 
on home production. Thus, the present rate of ocohalf cent per 
pound on Cuban raw sugar approximates the lowest tariff rate in our 
1istory. 

Some refineries already existed in this country and therefore bene- 
fited from the original tariff of 1789, but the early sugar tariffs were 
primarily for revenue purposes. They accounted for an important 
portion of total Federal receipts, but afforded little protection to 
producers since the domestic sugar-producing industry cannot be 
said to have started until after Louisiana became a part of the United 
States in 1803. Fragmentary statistics show Louisiana sugar pro- 
duction at only about 5,000 tons as late as 1815, and we had no other 
domestic areas producing sugar until much later. However, even 
though the original tariffs on sugar were primarily revenue measures 
they did constitute an important part of the existing economic frame- 
work within which domestic production had its development. 

Notwithstanding its importance to the domestic-sugar industry, 
the extent of the protection afforded has been small in comparison 
to the assistance given by many foreign countries to their sugar in- 
dustries. High tariffs, import controls, exchange controls, internal 
taxes, and monopolies keep sugar prices in many foreign countries at 
such a high level that per capita consumption is only a small fraction 
of that in the United States. In the period immediately precedin 
World War II various forms of protection and preferences covere 
approximately 90 percent of the world’s production and consumption 
of sugar. The so-called world free market, that is, the quantity of 
sugar exported from the country of production to a country in which 
it had no protection or preference, covered only about 10 percent of 
the world’s production. As a result, it was difficult to get even small 
surpluses into consumption in periods of low demand; and in periods 
or rising demand, all countries competed for the small quantity in 
the free world market. The result was violent swings in prices. 
When these conditions are considered in the light of the low wages 
paid in many countries, especially the tropical areas, and the direct 
and indirect export subsidies given by other countries, it is not sur- 
prising that the sugar-producing industry of the United States felt 
that it required continued protecton. 

Under the United States Tariff Act of 1930 rates of 2 cents per 
pound were established on raw sugar from Cuba and 21% cents per 
pound on raw sugar from other foreign countries. These rates were 
intended to give adequate protection to the domestic sugar industry 
and to safeguard it against depression. Nevertheless, the domestic 
sugar industry went further and further into the depths of depres- 
sion. Tremendous inventories of sugar accumulated. Sugar beet 
growers and sugarcane growers lost their farms. Wages in the cane 
and beet fields were distressingly low. 

The net effect of a higher tariff was to bring greater overproduction 
in the domestic areas and ever-increasing depression in the world 
market. Imports from Cuba were cut in half and the Cuban price 
fell below 1 cent per pound. Economic ruin and political revolution 
were the consequences. By 1933 it had become evident that the tariff 
was no longer adequate to insure either a healthy domestic industry 
or a dependable source of foreign supplies. By that time it had also 
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becume evident that the destruction of our import trade was tearing 
down our export trade. This was injuring cotton growers, grain 
growers, and the producers of our other export commodities. There- 
fore, the various branches of the sugar industry undertook’ to work 
out a satisfactory program under the marketing agreement provi- 
sions of the Agricultural Adjustment Act of 1933. When that at- 
tempt failed, the Jones-Costigan Sugar Act was developed and en- 
acted in 1934 as an amendment to the Agricultural Adjustment Act 
of 1933. The present legislation, the Sugar Act of 1948, contains the 
general features incorporated in the Jones-Costigan Act. 

Major features of the Sugar Act of 1948 and the proposed exten- 
sion: The Sugar Act is designed to maintain a healthy and competi- 
tive domestic sugar industry of limited size and to restore and improve 
our import trade. Provisions are included in the legislation to insure 
that a fair share of the consumer’s dollar goes to the grower of sugar- 
cane and sugar beets and to the laborers working in the beet and cane 
fields, As stated in the act, the objective is to achieve prices “which 
will not be excessive to consumers and which will fairly and equitably 
maintain and protect the domestic sugar industry.” 

The principal means provided in the act to achieve its objectives 
are the following: 

(1) Determination of requirements: Each December the Secretary 
of Agriculture is required to make a determination of the quantity of 
sugar that will be needed by consumers during the following calendar 
year. The act requires that a number of factors be taken into con- 
sideration in order that the supply will be adequate but not excessive. 
These determinations can, of course, be revised from time to time to 
meet changing conditions. 

(2) Quotas: Fixed quotas are provided for the domestic areas and 
the Republic of the Philippines. Under the Sugar Act of 1948, 98.64 
percent of our additional requirements are provided by Cuba, and 1.36 
percent by full-duty countries. Under the proposed extension, 96 
percent would be supplied by Cuba and 4 percent by full-duty coun- 
tries. The act provides for the determination of a deficit for any 
domestic or foreign producing area that will fail to fill its quota, and 
for the reassignment of such quantities. The proposed amendments 
will revise somewhat the administration of these provisions. 

(3) Excise tax: The act contains an amendment to the Internal 
Revenue Code providing for an excise tax of one-half cent per pound, 
raw value, on the manufacture or importation of sugar until 6 months 
after the termination of the Sugar Act. From 1933 through 1950 col- 
lections under the excise tax exceeded total payments to growers un- 
der sugar acts by $248 million. During the past three fiscal years 
average collections have approximated $76.6 million per year, and 
average payments have approximated $59.5 million per year. Re- 
cently, therefore, the act has added approximately $17 million per 
year to the net income of the Treasury. 

(4) Conditional payments: The Jones-Costigan Act, in keeping 
with the Agricultural Adjustment Act of 1933, to which it was an 
amendment, provided that the so-called benefit payments would be 
sufficient to maintain prices at parity. Under the Sugar Acts of 1937 
and 1948 the parity objective was dropped, but the conditional 
payments continue to constitute a significant part of the growers’ 
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income. The payments aiso resulted in some shift in returns from 
sugar beet processors to growers, since the payments went exclusivel 
to producers, whereas the tax constituted an item of expense which 
was deducted before returns were divided between the processors and 
growers. 

Payments were graduated downward from 80 cents per 100 pounds 
for production of less than 350 tons of sugar per farm to 30 cents per 
100 pounds for production in excess of 30,000 tons per farm. There- 
fore, the highest rate of payment is made on the small family-size 
farm. 

Small payments, in the nature of minor crop insurance, are made 
with respect to acreage that must be abandoned due to crop failure 
from natural causes, and with respect to yields that fall below 80 per- 
cent normal for similar reasons. 

Certain conditions must be met by a grower to qualify for pay- 
ments: 

(a) The grower must not market sugarcane or sugar beets in excess 
of his proportionate share of the quota for his area; 

(6) If the grower is also a processor, he must pay fair prices, as 
determined by the Secretary of Agriculture, to other producers for 
sugar beets or sugarcane purchased ; 

(c) The grower must pay laborers wages at least equal to those 
determined by the Secretary of Agriculture to be fair; 

(d) The grower must employ no child labor. 

The Jones-Costigan Sugar Act of 1934 and the Sugar Act of 1937 
constituted the major means by which our domestic sugar industries 
and the sugar industry of Cuba were brought from severe economic 
depression to full recovery. During the war the payment provisions 
under the Sugar Act helped to maintain production in the face of ris- 
ing costs and controlled sugar prices. Since the war, the Sugar Act 
of 1948 has largely stabilized domestic sugar prices. In 1948 and 1949 
it helped to keep our domestic prices from falling unduly. During 
the past year the Sugar Act has been given the new role of keeping 
domestic prices below the world level. In recent weeks while world 
raw sugar prices were shooting upward to over 8 cents per pound, 
f. a. s. Cuba, the rise in domestic prices was moderate. 

Some comparisons between 1933, the last vear before the sugar legis- 
lation was put into effect, and 1950 will demonstrate a few of 
the benefits that have been derived from our sugar legislation. 

The average retail price of refined sugar rose from 5.3 cents per 
pound in 1933 to 9.75 cents per pound in 1950, a rise of 84 percent. 
The duty-paid price of raw sugar in New York also rose by 84 per- 
cent. The price of all foods, however, rose by 143 percent. There- 
fore, the rise in prices of sugar to consumers has been only about 
60 percent as much as the rise in prices of foods as a whole. 

In contrast with the rise of 84 percent in the price of sugar, returns 
to domestic growers per ton of sugar beets and sugarcane increased 
by around 170 percent. In other words, the increase in grower re- 
turns per unit was twice as large as the increase in the price to con- 
sumers. 

Since domestic producers have also shared in this country’s increased 
consumption, total returns of sugar-beet and sugarcane growers have 
risen from approximately $133 million in 1933 to $482 million in 1950, 
a rise of 225 percent. 





EXTENSION OF SUGAR ACT OF 1948 7 


Average wage rates for field labor in the domestic sugar-beet and 
sugareane areas in 1950 were 393 percent of the 1934 level. 

The most striking effects of our sugar legislation concern Cuba. 
In 1933, Cuban producers received 1.1 cents per pound, f. a. s., for 
sugar shipped to the United States; in 1950, they received 5.1 cents 
per pound, an increase of 360 percent. Imports from Cuba rose from 
1,552,000 tons in 1933 to 3,264,000 tons in 1950. The income Cuba 
received from sugar shipped to the United States in 1950 was 9 times 
as large as it was in 1933. Incidentally, the value of United States 
exports to Cuba in 1950 was more than 18 times the value of such 
exports in 1933. 

Need for continuation of Sugar Act: It has been suggested that 
consideration be given to the results that might be anticipated if the 
Sugar Act were terminated. Some of the major results that could 
be expected are the following: 

1. Domestic sugar prices would become subject to the vagaries of 
inflationary and deflationary trends in the world market. If the 
Sugar Act had terminated last week, it is reasonably clear that do- 
mestic sugar prices would have increased by at least 2 cents per pound. 
If it had terminated without being replaced by a substitute in May 
of last year, prior to the outbreak of fighting in Korea, domestic 
prices would have fallen by about eight-tenths of a cent per pound. 

Until more countries are willing to join the United States in its 
efforts to reduce trade barriers on sugar so that world consumption can 
be increased and the world “free” sugar market can become larger 
and more stable, small surpluses will involve disproportionate dan- 
gers for producers and small increases in demand will create shortages 
and high prices for consumers. 

2. Wages in our domestic sugar industry would be threatened. 
Daily earnings of harvest workers in Hawaii and our United States 
beet area are the highest paid to sugar workers in the world. Only 
Canada among the foreign producing countries reported higher 
wages than those paid in Florida and Louisiana. The 275,000 field 
workers in our domestic sugar-growing industry probably would bear 
the brunt of lower sugar prices if they should occur. The effect on, 
farm wage rates would be greatest in the cane areas having few alterna- 
tive enterprises. 

3. Future production would probably be cut. Production of sugar 
beets and sugarcane, like the production of other crops, is based largely 
on the confidence farmers have in future returns. If their confidence 
in the future were destroyed, our sugar producers, particularly our 
beet growers, would turn more to the production of other crops. If 
this happened in a period of world surpluses, it would be welcomed 
by other producers and would not harm consumers. But if it hap- 
pened in a period of shortage, it could be disastrous. To illustrate, 
if beet-sugar production had been as low in 1950 as it fell in 1948, 
supplies of beet sugar would now be exhausted. 

4. If domestic production were cut, consumers would lose the pro- 
tection afforded by having that part of their supplies come from the 
several competing domestic sources. In 1942 the fall of the Philip- 
pines cut. off imports from that source. The submarine danger and 
the need for ships to carry troops and munitions made it difficult to 
import sugar, even from Cuba. As a result, our sugar imports from 
foreign countries fell to 62 percent of the prewar (1935-39) level. 
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The recent situation in the world market in which there has been only 
one important seller illustrates the danger of having inadequate com- 
petition among sellers. 

5. If the Sugar Act were to expire without being replaced with an 
effective substitute, it is reasonable to expect that it would become 
necessary in the relatively near future to return to a policy of tariff 
protection despite its recognized inability to protect consumers and 
its demonstrated inadequacies for the protection of sugar producers. 
This would constitute a serious blow to Cuba and our other foreign 
suppliers. It would constitute a major reversal in the trade policy 
this country has followed for the past 18 years. In all likelihood, 
it would prevent this country from occupying a position of importance 
in international undertakings to reduce world sugar trade barriers and 
to increase world sugar consumption. 

The present Sugar Act is a result of years of study and experience. 
It has demonstrated its ability to protect consumers as well as pro- 
ducers, and it has been effective in assuring that the benefits afforded 
the industry are passed down to farmers and to laborers in the field. 
It has also proved to be a means by which foreign suppliers can be 
aided and our export trade increased. Obviously, it will require revi- 
sions in quotas and other amendments from time to time, such as 
those now proposed. It is believed, however, that the Sugar Act con- 
stitutes the most desirable method that has yet been developed for 
dealing with our domestic sugar problem. Accordingly, the Depart- 
ment of Agriculture and the other interested executive departments, 
with the approval of the President, recommend the adoption of H. R. 
4521. 

I have next a technical statement on the details of the proposed ex- 
tension. 

The CHatrrman. We have only about 20 minutes. I am sure it will 
consume more time than the committee will be able to give to it at 
this time. Could you give us a summary of it? 

Mr. Myers. Yes; Mr. Chairman, I think I can summarize the bill 
extemporaneously. 

The Cuarrman. That will be fine if you will do so at this time. 

Mr. Anpresen. May I ask one question before you go into this. 
The present act has approximately a year and a half to run? 

Mr. Myers. Yes; until December 31, 1952. 

Mr. Anpresen. Could you advise the committee as to the urgency for 
the passage of this legislation at the present time? 

Mr. Myers. The greatest urgency is that it will permit our growers 
to plan their 1952 production with some confidence in the conditions 
they will face when their crops are being marketed. 

The beet crop planted in the spring of 1952 and harvested that fall 
will be priced under the customary beet contracts from October 1952 
through September 1953. . 

The beet producers in most of the States of the Nation are paid on 
the basis of the average net selling price that the respective company 
receives during that 12-month period. Therefore, if Congress should 
wait until the spring of 1952 the beet growers would plant, without 
knowing the conditions they would face in 1953. The same condition 
is true to a lesser degree in the case of Louisiana in which the pricing 
period for the 1952 crop will be from October 1952 through January 
1953. 
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In Florida that pricing period runs through May of 1953. 

In Puerto Rico growers will be planting cane from now until next 
spring that will be harvested in 1953. In Hawaii they have a 2-year 
growing period. Accordingly, in Hawaii and in Puerto Rico, growers 
need to know approximately 2 years in advance what the selling 
conditions will be. 

The Cuairman. What is the general nature of the proposed bill ? 

Mr. Myers. Mr, Chairman, the Sugar Act of 1948 was written with 
the particular objective of giving Cuba far more advantages than it 
had ever had under any of the previous sugar acts. It carried out 
what this country conceived to be a moral obligation to Cuba. Cuba 
had doubled its production during the war and postwar period of sugar 
shortage. It had sold its crops primarily to this country for distribu- 
tion in the United States and among the Allied Nations at moderate 
prices instead of taking advantage of the high world prices then exist- 
ing. Therefore this country felt it was under obligation to Cuba. 
In aceordance with that program the Sugar Act of 1948 deviated from 
all previous acts by putting fixed quotas on each of the domestic areas. 

It, also, continued fixed quotas for the Philippines. Therefore, 
our domestic areas could produce and market only within those fixed 
quotas and no higher. 

The act gave 98.64 percent of our increased in requirements to Cuba 
and 1.36 percent to the full-duty countries. In other words, Cuba 
was to get essentially all of the benefits of our increased consumption. 
It also obtained 95 percent of any deficits from the Philippine Islands 
and it received a proportionate share of any deficits declared against 
any of the United States areas. 

Under that act Cuba’s imports to the United States have increased 
from 1,550,000 tons in 1933 and about 2-000,000 tons in the prewar 
period under the earlier sugar acts to about 3,150,000 tons under the 
Sugar Act of 1948. Its quota today is 3,146,000 tons. 

The CuarrmMan. May | interrupt you there to inquire about the do- 
mestic quotas. The quotas for the beet area and the cane area of con- 
tineadat United States are sufficiently large to protect the producers, 
and they have not been fully met in the past, have they? 

Mr. Myers. The quotas for every domestic area have been met or 
exceeded at one time or another. ‘The Sugar Act of 1934 undertook 
to hold the domestic areas in check. By and large they have been held 
in check. 

I will say that the beet area fell down in its production during the 
wartime because we had to call upon that area for the production of 
other crops needed for war purposes. That is sometimes cited against 
the beet area. It was done by the Department of Agriculture quite 
deliberately, by increasing the support prices for other crops to get 
potatoes, beans, grains, canning crops, and the like that we needed. 

Last year our beet production was 2,000,000 tons, 200,000 tons in 
excess of the quota of 1,800:000 tons. This year it will, probably, fall 
again because of the very high prices for cotton and for some of our 
other crops. 

The proposed extension provides no increase for beets, no increase 
for Hawaii, and no increase for the mainland cane area. It provides 
an increase of 170,000 tons for Puerto Rico and 6,000 tons for the 
Virgin Islands. 
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The Cuarrmman. My question is, The quotas fixed for our domestic 
producers are deemed suflicient and adequate under the provisions of 
the existing law ? 

Mr. Myers. They are believed adequate for the 4-year period of 
the proposed extension. I think that every one of the domestic pro- 
ducing areas is willing to accept them. Every one of our domestic 
areas would like to have a higher quota, because that gives greater 
opportunities. I am sure, however, that your committee will find 
that the domestic areas all accept the proposed quotas for the period 
of the duration of this proposed extension. 

The Cuarrman. I would like to ask you, Mr. Myers, in the prepara- 
tion of the bill which we have before the committee I understand that 
people in all segments of the industry conferred and collaborated and 
<liscussed in numerous conferences the provisions which finally were 
drafted. Is that true? 

Mr. Myers. That is correct. 

The Cuarrman. I would like to ask you another question. All three 
of the Departments of the Government, that is, Agriculture, Interior, 
and State, are likewise in accord with the provisions of this bill? 

Mr. Myers. They are. 

Mr. Apernetuy. If you will pardon me, you did not bring out 
whether or not all segments of the industry agreed. You just said 
they collaborated. You said that the Departments agreed. I would 
like for the witness to specifically answer if the segments of the in- 
dustry agreed. 

The Crareman. He said that the domestic producers were willing 
to accept the quotas, as I understand it. 

Mr. Myers. Mr. Chairman, since the procedure on this was, per- 
haps, a bit unusual, I should like to develop it a moment. 

Mr. Asvernetuy. I do not want to delay the Chair on that. 

The Cuarrman. That is all right. 

Mr. Myers. Ordinarily, the various domestic producing groups 
have worked among themselves and have come up with a suggested 
proposal. 

The Crarrman. I see that we are not going to have time for your 
analysis of the bill, nor will we even have time for a summary of the 
provisions of the bill. Why do you not take about 5 minutes and tell 
us something about the history of this particular bill, just how it 
came about, and then we will have to adjourn. 

Mr. Myers. It was recognized that in view of the tremendous in- 
crease in our domestic production, the fact that we had given Cuba 
the assistance that it needed for a good degree of recovery, that we 
should now turn attention to some of the other trouble spots, specifi- 
cally the domestic and full-duty quotas. Accordingly, members of 
the domestic industry came to the Department and suggested that the 
executive departments of Government undertake to work out the ad- 
justments in quotas that might reasonably be required this time. In 
working that out we did, of course, collaborate with the industries. 

Our first step was to set up an interdepartmental committee of which 
I was chairman, and on it we had representatives from State, Interior, 
Commerce, Treasury, and the Tariff Commission. Interior and State 
were the Departments most concerned. Therefore, they together with 
the Department of Agriculture gave most attention to these quota 
provisions, 
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The proposed quotas, therefore, represent the combined views of 
the executive departments. The proposed bill was also submitted with 
the approval of the President. Although the grower groups can speak 
for themselves, I am sure that they will corr obovate for your committee 
that they gladly go along with this set of proposals. 

The Cuatrman. We will have to interrupt your statement now. I 
would like to recognize Mr. Gordon Pickett Peyton for a very brief 
statement which he would like to present to the committee at this time, 
and then we will resume your testimony at the next meeting. There 
is some uncertainty about the next meeting, as I have indict ted alre: ady. 

We will now hear from Mr. Peyton. 


STATEMENT OF GORDON PICKETT PEYTON, WASHINGTON, D. C. 


Mr. Peyron. Mr. Chairman and gentlemen, -my name is Gordon 
Pickett Peyton. I am an attorney and my offices are in the Dupont 
Circle Building in Washington, D.C. I appear in behalf of various 
industry associations whose members are substantial users of sugar. 
In each instance the association concerned represents the great bulk 
of manufacturing in its particular field. The associations for whom I 
am authorized to speak are as follows: 

American Bakers Association. 

American Bottlers of Carbonated _ erages. 

Associated Retail Bakers of Americ: 

Associated Retail Confectioners of the United States. 

Association of Cocoa and Chocolate Manufacturers of the United 
States. 

Flavoring Extract Manufacturers Association of the United States. 

International Association of Ice Cream Manufacturers. 

National Association of Chewing Gum Manufacturers. 

National Association of Frozen Food Packers. 

National Bakers Supply House Association. 

National Canners Association. 

National Confectioners’ Association of the United States, Inc. 

National Fruit and Syrup Manufacturers Association. 

National Manufacturers of Soda Water Flavors. 

National Preservers’ Association, Inc. 

Sugar is a vital commodity to e: ach of the members of the above- 
named associations. ‘Their industries purchase practically all of the 
sugar for industrial usage in the United States. As you know, about 
one-half of the sugar consumed is required by industrial users. 

Although we w ish to c« operate fully, we believe that this important 
matter requires careful consideration. Perhaps officials of the Depart- 
ment of Agriculture and others have been considering this bill for 
sometime. The principal industrial users, however, became familiar 
with the proposal only a few days prior to its introduction when we 
were invited to the Department of Agriculture. At that time we 
understood that the bill was merely tentative. Furthermore, we were 
not under the impression that hearings would be scheduled immedi- 
* ately upon its introduction. The : announcement scheduling the hear- 
ings said that— 

The provisions of the bill have been worked out as a result of conferences be- 

tween producers and user groups in the sugar industry representatives of the 

various sugar-producing areas, and representatives of the three Government De- 
86197—-51—-ser. j--——-2 
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partments most concerned with sugar production—Agricuiture, State, and In- 
terior. 

This statement is inaccurate at least to the extent that spokesmen for 
industrial users did not participate in conferences as to the language 
of the bill prior to its being drafted. We were shown the proposal. 
We did not assist in its formulation, and we have not indicated agree- 
ment with the proposed legislation in its present form. There has 
been insufficient time to give this important matter the careful con- 
sideration it deserves. 

Although the proposed amendments may not be considered far- 
reaching, the recommended extension is for 4 years beyond its sched- 
uled expiration date of December 31, 1951. Enactment at this time 
means that we will have the Sugar Act for the next 514 years, 

I am here today neither to support nor oppose this legislation. It 
is the desire of the various industry associations for whom I have 
authority to speak to obtain consideration of the proposed legislation 
by and comments from the principals of their respective industries 
who have had the experience of living under the Sugar Act. I think 
you will agree that it is unusual to speed the extension of an act for 
4 years when the present law will not expire for another year and a 
half. The present law was enacted in 1948 and is not a part of the 
current mobilization program. 

Sugar concerns many people, industries, and nations, and hasty ac- 
tion does not seem advisable, particularly in view of the distant ex- 
piration date. 

It is our request that after the testimony of the witnesses now sched- 
uled to be heard is concluded that the hearings be recessed for a pe- 
riod of 60 days so industry groups may have a chance to consider the 
matter. Perhaps at the end of that time the various*industries con- 
cerned will be able to support the proposal or advance suggestions for 
constructive amendments. 

The CuarrmMan. We thank you very much, Mr. Peyton, for your 
statement. The committee will give consideration to the suggestions 
contained in the statement. 

At this time, the committee will have to adjourn subject to the call 
of the Chair. 

(Whereupon, at 11 a. m. the committee adjourned, subject to the 
call of the Chair. ) 
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THURSDAY, JUNE 28, 1951 


House or RepresenTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a. m., in room 
1310, New House Office Building, Hon. Harold D. Cooley (chairman) 
presiding. 

The Cuarman. The committee will be in order. 

Mr. Myers, you may resume your statement now, if you will. 


STATEMENT OF LAWRENCE MYERS—Resumed 


Mr. Myers. Mr. Chairman and gentlemen, the Sugar Act places 
restrictions on the domestic industry. Therefore, each domestic pro- 
ducing area is interested in its own quota in relation to the quotas 
of each of the other domestic areas, and the domestic areas as a whole 
are interested in the total domestic quota in relation to the foreign 
quotas. The need for achieving a proper balance between the various 
supplying areas and the need for considering the production pressures 
within each have become even more important since fixed quotas for 
the domestic areas were established under the Sugar Act of 1948. Ex- 
cept as modified by prorations of deficits, these fixed quotas consti- 
titute ceilings for the marketings of each domestic area. These ceilings 
remain the same regardless of increases in domestic consumption. In 
the international field it is necessary to consider the division of our 
import quotas among foreign countries. 

It was recognized that in extending the Sugar Act of 1948 some 
adjustments in quotas would be necessary to achieve equity and bal- 
ance for the period of the extension. Ordinarily, representatives of 
the various Gecieehtan producing areas would undertake to work out 
a reconciliation of their positions. Then they would submit their 
combined recommendations for consideration. Recognizing that some 
adjustments in quotas would be necessary but that, on the whole, these 
should be minor, the representatives of the domestic producing areas 
asked that the executive departments undertake the preliminary work 
on the proposed extension and amendments. 

Accordingly, an interdepartmental working committee was set up 
under the chairmanship of the Director of the Sugar Branch, Pro- 
duction and Marketing Administration, United States Department of 
Agriculture. This committee included representatives from the De- 
partments of State, Interior, Commerce, Treasury, and the Tariff 
Commission. The Tariff Commission indicated that they wanted their 
representative to speak only with respect to technical matters, and 
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representatives of the Commerce and Treasury Departments indicated 
that they were not particularly concerned with the quota provisions. 
The Departments of State, Interior, and Agriculture, however, gave 
the matter most careful consideration. 

Although it was not possible to provide any domestic or foreign 
group all that it wished, the executive departments involved are of 
the opinion that the proposed bill, H .R. 4521, and the companion 
bill, S. 1694, provide a fair compromise of the various objectives. 
These bills reflect the collective views of the executive departments. 
The suggestions were submitted informally to your committee to 
see if they constituted a reasonable point of departure prior to the 
time the bills were submitted formally to the Speaker of the House 
and to the President of the Senate. Throughout the discussions, 
the representatives of the executive departments were in consultation 
with representatives of the various domestic and foreign producing 
groups and obtained the benefit of their views and suggestions. I 
want to make it clear, however, that I am not speaking on behalf of 
any such individuals or groups. 

Sugar Act of 1948: Before going into a detailed consideration of 
the proposed amendments, it seems worth while to observe one of the 
major objectives in writing the Sugar Act of 1948. :The Sugar Act 
of 1948 was designed particularly to assist Cuba. The sugar acts, 
from their inception in 1934, have had as a part of their objectives 
the improvement of our import trade in sugar and, therefore, our 
international trade generally. During World War II, as during World 
War I, Cuba expanded its sugar production tremendously to take 
are of the needs of the United States and the Allied countries. More- 
over, Cuba supplied us with sugar at moderate prices when it could 
have profiteered by selling in the world market. It was feared in 
1947, when the Sugar Act of 1948 was being drafted, that a period 
of declining demand and retrenchment might lie ahead. Therefore, 
it was felt that this country had a moral obligation to give the Cuban 
sugar industry every reasonable assistance during the period of an- 
ticipated retrenchment and possible depression. Fortunately, Cuba 
has been able to market record crops at high prices. Today, in fact, 
an inflationary situation exists in the world market. Nevertheless,. 
it is necessary to understand the intentions behind the Sugar Act of 
1948 in order to have a proper perspective for considering the proposed 
modifications. 

Fixed quotas: The Sugar Act of 1948 established fixed quotas for 
the domestic areas and the Republic of the Philippines. These quotas 
are as follows: Mainland beet area, 1,800,000 tons; mainland cane 
area, 500,000 tons; Hawaii, 1,052,000 tons; Puerto Rico, 910,000 tons; 
Virgin Islands, 6,000 tons; Republic of the Philippines, 982,000 short 
tons, raw value. Hawaii and Puerto Rico can market the additional 
quantities required for their local consumption, which for 1951 
amounts to 45,000 tons for Hawaii and 110,000 tons for Puerto Rico. 
The quota stated above for the Republic of the Philippines is the: 
raw-value tonnage equivalent of the quota specified in the act as 
“952,000 short tons of sugar, as specified in section 211 of the Philip- 
pine Trade Act of 1946.” 

The quotas for the domestic areas total 4,286,000 short tons; and’ 
the fixed quotas, including that for the Philippines, total 5,268,000 
tons. 
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Variable quotas: The Sugar Act of 1948 provides that all United 
States requirements, in addition to those covered by fixed quotas, be 
supplied by Cuba and the full-duty countries. Of this additional 
quantity, Cuba supplies 98.64 percent and the full-duty countries 
1.36 percent. Therefore, Cuba was made essentially the sole bene- 
ficiary of increased United States consumption. 

The act also provides that Cuba share proportionately with domestic 
areas in filling the deficit of any domestic area. Since it was recog- 
nized at the time the act was being written that the Philippines would 
have large deficits, at least in the early years of the act, 95 percent of 
such deficits was given to Cuba and 5 percent to full-duty countries. 

By giving Cuba such large shares of deficits and making it the bene- 
ficiary of increased United States consumption, it was felt that re- 
trenchment in Cuba could be moderated and possibly avoided. Cuba 
was not forced to retrench, and its exports to the United States have 
averaged approximately 3,100,000 tons yearly since the Sugar Act of 
1948 has been in effect. 

With our population increasing at close to 2 percent per year and 
adding around 150,000 tons annually to domestic consumption, it was 
felt that two of our domestic areas and the full-duty countries might 
fairly be permitted to share a part of the increased consumption an- 
ticipated for 1953 and subsequent years. 

. R. 4521 would amend the Sugar Act of 1948 as follows: 

Sections 202 (a) would be revised to increase the total quotas of the 
domestic areas from 4,268,000 short tons, raw value, to 4,444,000 tons 
by adding 170,000 tons to the quota of Puerto Rico and 6,000 tons to 
the quota of the Virgin Islands. The other domestic quotas would 
remain unchanged. 

Recently Puerto Rico has been producing between 1,250,000 and 
1,300,000 tons of sugar annually. The increase in its quota will still 
leave an excess of around 50,000 to 100,000 tons. Therefore, Puerto 
Rico will not be offered an incentive to increase its production. Cer- 
tainly the increase in the Puerto Rican quota does not deviate from the 
principle of retaining a check on domestic production. Nevertheless, 
the increase of 170,000 tons should relieve most of Puerto Rico's pres- 
sure for a marketing outlet. 

The Island of St. Croix in the Virgin Islands is small and subject to 
drought, which makes it a minor sugar-producing area. The 1950 crop 
exceeded 10,000 tons, but most of its crops in recent years have been 
around 4,000 tons. After the depression closed all private mills on the 
island, the Government through the Virgin Islands Corporation un- 
dertook production as a relief project. The corporation is undertak- 
ing to expand production in order to prevent losses, as directed by Con- 
gress. The increase in the quota for the Virgin Islands may help the 
Corporation achieve its objective. 

Increases in the quotas for Puerto Rico and the Virgin Islands 
constitute slightly more than the increase in consumption that could 
be expected from 1 year’s growth in our domestic population. 

Section 202 (b), establishing the quota for the Philippines, is re- 
peated without change. 

Section 202 (c) is amended in two respects. First, that portion of 
domestic requirements in excess of the fixed quotas would be divided 
by giving Cuba 96 percent and full-duty countries 4 percent. There- 
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fore, Cuba would continue as the primary beneficiary of increased do- 
mestic consumption duing the period of the extension. The increase 
provided for full-duty countries, however, should improve our trade 
relations with them. The proposed revision will permit full-duty 
countries, as a whole, to supply as much of our ital tenpost require- 
ment as they did during the prewar period. 

The second revision in this section would modernize the distribution 
of the quota among full-duty countries. The Sugar Act of 1948 re- 
quires the distribution to be made in accordance with regulations of 
the Department, which in turn are based on statistics for the years 
1926, 1929, and 1930. Most of the 27 countries that received quotas 
under those regulations have not shipped us sugar for a number of 
years. The proposed amendment provides that 95 percent of the full- 
duty quota be prorated to countries that have shipped us 2 percent or 
more of the quota during the period 1948 to 1950. Any other country 
would be permitted to import within the remaining 5 percent, but no 
single country could enter more than 1 percent. 

Section 202 (d) of the Sugar Act guarantees Cuba that it will not 
be given a smaller quota under the act of 1948 than it would have re- 
ceived from an equivalent United States requirement under the Sugar 
Act of 1937. This provision seems to be an unnecessary precaution 
in view of the fact that the Sugar Act of 1948 was designed to give 
Cuba greater benefits than the Sugar Act of 1937. Actually, under the 
act, Cuba has supplied over 40 percent of our total requirements, 
whereas this provision guaranteed Cuba only 28.6 percent. 

Both the Sugar Act of 1948 and the proposed amendments are far 
more favorable to Cuba than the Sugar Act of 1937. However, Cuba 
has expressed the view that it would feel that it is being deprived of 
some benefit if the provision were deleted. Therefore, the provision 
has been amended to make it fully as effective during the period of the 
extension as it is under the present act. For a total United States 
requirement of 7,400,000 tons, this provision guarantees Cuba a quota 
of 2,116,000 tons. Under the present act, the provision has no signifi- 
cance at higher levels, since Cuba’s quota is increased beyond that 
percentage by other provisions of the act. 

Section 202 (e) of the Sugar Act of 1948 is omitted. That is the 
section under which it is possible to withhold quota increases from any 
foreign country that denies fair and equitable treatment to the na- 
tionals of the United States. It does not appear germane to the ad- 
ministration of the Sugar Act. 

_ Section 204 (a) of the act would be amended in several respects : 

The present act provides that the Secretary of Agriculture shall 
from time to time “during the calendar year” determine whether any 
area will be unable to market its quota. By omitting the words “during 
the calendar year” the Secretary could, if he had the information, 
make a deficit determination and proration during December immedi- 
ately following his determination of total consumption requirements. 
This would enable the Department to establish quotas for the various 
domestic and foreign areas prior to January 1. This would be of ad- 
vantage to the trade and to the administrative agencies. 

A proviso that makes it impossible for a domestic area to share in 
a deficit whenever the determination of total requirements is less 
than 7,000,000 tons is omitted. The verbiage seems useless in view of 
our present and prospective consumption. 
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Under the proposed amendment, any Philippine deficit would be 
shared in the same manner that increased consumption is shared—96 
percent to Cuba and 4 percent to full-duty countries. The present act 
gives 95 percent to Cuba and 5 percent to full-duty countries. 

The provision of section 204 (a) which requires that the amount 
of any Philippine deficit can be filled only with raw sugar is omitted 
because the point is covered by an amendment to section 207. 

Section 204 (a) would be revised to enable the Secretary to deter- 
mine that full-duty countries as a whole would be unable to fill their 
quota. He could then increase the quota of Cuba by the amount of 
such deficit. The present and past acts have contained no such provi- 
sion. Although the provision is not of vital importance, it seems 
prudent as we face an expanding future demand to make it possible 
for the Secretary to declare such deficit and transfer the quota to 
Cuba where it would be utilized. In considering this proposed pro- 
vision, it might be kept in mind that under subsection (b) the Secre- 
tary is authorized to reapportion the full-duty quota among the various 
full-duty countries, and under section 204 (a) he is able to determine 
a deficit for Cuba and revise the domestic quotas accordingly. The 
suggested revision, therefore, would make it possible to insure the 
utilization of the full-duty quota. 

Finally, section 204 (a) would be amended by simplifying the 
procedure for dealing with deficits. The present provisions of the 
act with respect to the method of prorating deficits would not be 
“oe so long as the area’ receiving the prorations were able to 
supply the necessary sugar. The proposed amendment would sim- 
plify procedures in cases in which one or more of the areas could not 
fill the increased quota. 

Section 204 (b) would be revised to make it more flexible. The 
present provision requires the Department to determine on the Ist 
of September of each year the extent to which any full-duty countries 
have failed to fill their respective proration of the full-duty quota and 
requires the Secretary to reassign such amounts to countries that have 
filled their prorations by that date. The proposed revision would 
enable the Secretary to make the necessary determination whenever 
the facts became available and to assign the additional quantities to 
countries most likely to fill the revised proration. The original pro- 
rations to full-duty countries would still be reassigned, if not utilized, 
by September 1. 

Section 204 (c) would be amended slightly for technical clarity with- 
out changing the substance. Technically, there is one quota for full- 
duty countries as a whole, and this is prorated among them. As it 
now stands, the term “quota” is used in reference to the prorations 
to the individual countries. 

Section 207 of the act would be amended by adding a new subsection 
(h). The present act permits full-duty countries to fill with either 
raw or direct-consumption sugar their quota amounting to 1.36 per- 
cent of the quantity by which United States requirements exceed the 
sum of the fixed quotas for the domestic areas and the Philippines. 
Actually, the full-duty countries have filled only about one-third of 
their quota of direct-consumption sugar and the remainder with raw 
sugar. It was felt that the increase in the participation of full-duty 
countries in our market should not change the balance previously 
established between raw and direct-consumption sugar. The proposed 
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amendment would enable full-duty countries to ship to this country 
the same total quantity of direct-consumption sugar as they now can 
under the Sugar Act of 1948. To prevent one or more countries from 
encroaching on the shares for others, a proviso is included to enable 
each country to enter no less direct-consumption sugar than it did on 
the average during the years 1948, 1949, and 1950. 

Section 411 of the act would be amended by extending the termina- 
tion date from December 31, 1952, to December 31, 1956. Since the 
domestic areas operate under fixed quotas, it is considered inadvisable 
to make the duration for a longer period. It is always possible that 
fixed quotas may begin to pinch unduly on some area; and, if the 
proposed amendments are adopted, three of the five domestic areas 
will have had their quotas unchanged for 9 years. 

Section 3508 of the Internal Revenue Code would be amended by 
extending the period for the excise tax on sugar from June 30, 1953, 
to June 30, 1957. 

The final section of the bill makes the proposed amendments become 
effective January 1, 1953, but would ge Po the Secretary to make the 
necessary consumption-requirement determination for 1953 in the pre- 
ceding December, as is customary. It would also enable him to issue 
the other determinations and regulations as required without waiting 
until January 1953. 

The proposed amendments, therefore, would permit the carrying 
out of the Sugar Act of 1948 without change to the date of its original 
termination and would extend the act with the proposed modifications 
for an additional 4 years. If the act is extended, as proposed, during 
the present session of Congress, sugar producers in the domestic and 
foreign areas supplying this market will be able to plan their 1952 
production program with the prior knowledge that they will be able 
to market their crops during 1953 under the safeguards of the sugar 
legislation. 

Tt is believed that these proposals constitute a reasonable compro- 
mise of the conflicting views and objectives of the various groups. 
It was not possible to give each group all of the marketing opportu- 
nities and all of the protections it desired. Puerto Rico would have 
liked a larger quota. Many in the West would have desired a larger 
beet-sugar quota. Our mainland cane growers too would have liked a 
larger quota. Against these desires were considered the international 
trade objectives of the legislation. 

Peru and the Dominican Republic made strong pleas for still 
larger quotas. Cuba, on the other hand, naturally would have pre- 
ferred to continue the Sugar Act of 1948 for as long as possible with- 
out change. In view of the upward trend in consumption in the 
United States, it is evident that Cuba’s quotas will average even higher 
during the period of the proposed extension than they will under the 
Sugar Act of 1948. 

On the whole, it is believed that the various interested groups accept 
the proposed bill as a reasonable set of compromises. One point is 
still at issue. One of the domestic companies, a large importer and 
distributor of molasses and sirups, requested that the definition of 
“liquid sugar” be revised to provide that the percentage of soluble 
nonsugar solids be equal to 5 per centum or less of the total soluble non- 


sugar solids. The present definition specifies 6 per centum. 
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This proposal has a long history. Under the Jones-Costigan Sugar 
Act of 1934 the following definition was included : 

The term “sugar” means sugar in any form whatsoever, derived from sugar 
beets or sugarcane, whether raw sugar or direct-consumption sugar, including 
also edible molasses, sirups, and any mixture containing sugar (except black- 
strap molasses and beet molasses). 

In the administration of the act the Secretary of Agriculture issued 
regulations covering the quantity of sirups and sugar mixtures which 
could be imported for consumption into the continental United 
States. In the regulation issued December 12, 1936, it was stated 
that— 

the term “sirups and sugar mixtures” * * * means any sugars which are 
principally not of crystalline structure * * * which contain soluble non- 
sugar solids of less than 6 percent of the total soluble solids. * * * 

In the Sugar Acts of 1937 and 1948 the term “liquid sugar” has been 
similarly defined, and import quotas for liquid sugar have been estab- 
lished for Cuba and the Dominican Republic equal to those established 
in the 1936 regulation. 

In connection with the 1941 extension of the Sugar Act, the Agricul- 
ture Committee of the House considered the matter and decided that 
the percentage should be increased to 8 percent. The bill passed the 
House in that form. The executive departments recommended against 
the provision on the grounds that it would be injurious to countries 
that had been shipping edible sirups to the United States. Since the 
proposed extension was considered by the Senate after Pearl Harbor, 
when it seemed unwise to make hisiiote that might cause inter- 
national controversies, it was decided to extend the act without change. 

It appears to have been the consistent position of the one company 
that the definition of liquid sugar should have been confined to solu- 
tions containing less than 4 percent of soluble nonsugar solids. 
Apparently the rest of the domestic sugar industry believed that 8 per- 
cent was the proper figure. 

There appears to be no natural dividing lines that can serve as 
guides for such definition. It is sometimes said that sirups and 
molasses are purchased for taste, whereas liquid sugar is purchased 
for sweetness, This, of course, is a matter of degree. Essentially, 
the same situation appears to exist in the crystalline field between re- 
fined sugars on the one hand and dark brown sugars on the other. As 
the soluble nonsugar solids are reduced, the product approaches re- 
fined sugar or its equivalent in liquid sugar. 

Considerable point is made of the fact that Barbados molasses is 
low in soluble nonsugar solids and frequently falls within the defini- 
tion of liquid sugar. During the period that this definition has been 
in effect. imports from Barbados have gone down from 1,565,000 gal- 
lons to 87,000 gallons. Last year they were up to 680,000 gallons. 
Apparently, other factors are of more importance than the definition 
of liquid sugar in determining imports. Imports from Barbados are 
small in comparison with those from Cuba. It must be admitted that 
from Cuba, at least, any quality of product from liquid sugar to black- 
strap can be obtained. Therefore, any difficulty arising from the defi- 
nition in that case is the importer’s responsibility. It must be kept in 
mind also that the definition which would be applicable to such im- 
ports would also be applicable to refiners’ sirup and other sirups. 
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The few thousands of gallons of Barbados molasses that might be af- 
fected should not dominate thinking to the exclusion of consideration 
of the millions of gallons of other sirups and molasses affected. In 
this connection it must be recalled that during the war the production 
of refiners’ sirups alone increased to eight times the prewar level. It 
it common knowledge that the increased quantity was used as a sugar 
substitute. 

Finally, it is clear that any dividing line will present difficulties. 
Producers always hew to the dividing line as closely as possible. Un- 
avoidably, they will go too far in some cases. 

After giving the matter careful consideration, the Sugar Branch 
has reluctantly come to the conclusion that it is unable at this time 
to recommend a lowering of the figure for soluble and nonsugar solids. 

Mr. Chairman, at the close of yesterday’s hearing there was passed 
out a copy of a report that the Sugar Branch had just prepared and 
developed for these hearings. The report is entitled “The Back- 
ground and Operations of the Sugar Acts.” It contains background 
material as to why there is need for a sugar act, placing it in our 
international setting, and constitutes a report on our stewardship of 
the act that Congress has asked us to administer for these years. 

I do not propose to read this report to you, although I submit it 
for the record and trust that the members of your committee will 
sometime be able to go over the report in detail. 

I should like to comment briefly on the charts that are contained 
within the report. 

The Cuarrman. That is acceptable. 

(The report referred to is as follows :) 


THE BACKGROUND AND OPERATIONS OF THE SuGAR ACTS 
IMPORTANCE OF THE DOMESTIC SUGAR INDUSTRY 


Almost 8,000,000 tons of refined sugar were distributed in the United States 
last year. Had all of it been sold at retail, its value would have been more 
than $1% billion. At the average New York wholesale net cash price for the 
year, its value was $14 billion. 

More than half of this sugar was produced in continental United States and 
the insular Territories, and, of the remainder, all but 10 percent was refined in 
this country. The beet-sugar production of 22 Western and North Central States 
approximated 2,000,000 tons in 1950. Raw-sugar production in Louisiana and 
Florida amounted to 560,000 tons, and in Hawaii and Puerto Rico production 
approximated 2,200,000 tons. 

Thirty-four cane-sugar refineries, 71 beet-sugar factories, and 120 raw-cane- 
sugar mills are in operation in the United States. These factories employ ap- 
proximately 72,000 workers and, in addition, there are 275,000 farm workers 
employed, principally on a seasonal basis, in sugarcane and sugar-beet fields. 
More than 50,000 farm operators grow sugarcane or sugar beets and, in addition, 
there are 20,000 coproducers or nonoperating farm landlords who share in the 
crops. 

In the localities where grown, sugar beets account for a substantial portion 
of farm income. In Weld County, Colo., for instance, it is estimated that sugar 
beets represent from 25 to 30 percent of the total value of all crops. Sugar- 
cane looms even larger in the single-crop agricultural economy of the areas 
where it is grown. In Iberia Parish, a county located in the heart of the Lou- 
isiana Sugar Belt, it is estimated that sugarcane constitutes two-thirds of the 
total value of all farm crops. In Puerto Rico, sugar, molasses, and rum make 
up approximately two-thirds of the value of all out-shipments; and in 1947, the 
last year for which such information is available, sugar and molasses repre- 
sented 43 percent of the value of all out-shipments from Hawaii. 
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To look at it in another way, the average American in 1950 consumed approxi- 
mately 97 pounds of refined sugar, and for that portion of it which he purchased 
as sugar he paid an average of 9% cents per pound. By way of comparison, in 
1900 the average consumer used 70 pounds and the price he paid for it was 
6.1 cents. 

2 WORLD SITUATION 


The past century has marked the transition of sugar from a luxury product 
to a basic part of the diet of most of the world and one of the cheapest foods per 
calorie. Between 1860 and 1950, sugar prices in the United States declined by 
20 percent, while the index for all foods increased more than 200 percent. ; 

The downward trend in sugar prices has accomplished great increases in pro- 
duction. A century ago sugar was produced, chiefly by primitive methods, as an 
export crop in a relatively few tropical areas. In contrast to this, the world’s 
sugar output in 1950 totaled 40,000,000 tons, 15 times the volume produced a 
century ago. Beet-sugar production has expanded from less than 10 percent to 
more than one-third the total (see figure 1), and now plays an important role 
in the rotation system and livestock economy, as well as in agricultural policy, 
in areas where beets are grown. 

Today sugar is grown by both exporting and importing countries in almost 
every part of the world. As production has increased, the world’s sugar economy 
has become much more complex and increasingly susceptible to depression, since 
output cannot be contracted rapidly when prices are unfavorable. In the cane 
areas, moreover, heavy capital investment has raised the ratio of fixed to variable 
eosts. Adding to the complexity is the fact that most countries have tariffs or 
other trade restrictions, subsidies, or monopolies which affect production, con- 
sumption, and trade in sugar. 
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U S. OEPARTMENT OF AGRICULTURE PRODUCTION AND MARKETING ADMINISTRATION 


Figure 1.—World production of sugar has increased more than tenfold during the last 
century. Beet sugar increased rapidly until the First World War. Since then cane 
sugar produced in the Tropics has forged ahead and now represents about two-thirds 
of the total. Cane-sugar production includes noncentrifugal sugar converted to cen- 
trifugal equivalent. 
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At the outbreak of World War II, only about 10 percent of the world’s pro- 
duction was traded on the free market. The free market (chiefly Cuba) supplied 
a higher percentage of the total immediately following World War II because 
of the wartime decline in sugar production in many protected areas. However, 
by 1950 the policies of most of the important sugar-consuming nations were 
again based on further production increases in the areas included within their 
protective systems. (See figures 2 and 3.) 


As outlets for free-market sugar are reduced, the position of the free-market . 


exporters becomes increasingly unstable. Fluctuations in output or in importers’ 
requirements, even though small compared with total world production, may 
be large in comparison with the amount of sugar which can be sold on the free 
market. Since most nonexporting countries look to the free market to meet 
the residual of their requirements not filled by producers within their own pro- 
tective systems, it is the free market which feels most of the incidence of the 
world’s fluctuations in production and requirements. As the free market shrinks, 
these fluctuations have a progressively greater impact on prices. Since the 
United States imports a substantial share of its sugar requirements from Cuba 
(which is also the largest exporter to the free market), United States producers: 


and consumers cannot be wholly insulated from extreme price changes on the 
free market. 
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In many countries the various trade restrictions result in high consumer 
prices and reduced consumption. Figure 4 shows retail prices of sugar in selected 
countries as of March 1949. The wide range in prices, from 4.6 cents a pound in 
Denmark to 56.8 cents in U. 8S. S. R., would not be possible under freely com- 
petitive conditions. A theoretical free-market retail price might be obtained by 
adding to the March 1949 world price of 4.2 cents (f. 0. b. Cuba), another 3 to 
5 cents, corresponding to costs of refining, transportation, and distribution. 
This would yield a maximum free retail price of about 7 to 9 cents. Countries 
where prices are above that level presumably impose restrictions on sugar trade 
and consumption; countries where prices are much below that level generally 
do not import sugar, or they subsidize the cost of sugar to consumers. The 
United States price of 9.5 cents is one of the lowest among importing countries 
which do not subsidize Consumption. 

Tariffs and internal taxes amounting to more than 2 cents a pound on im- 
ported sugar are common. In Italy, Spain, Czechoslovakia, Hungary, Rumania, 
Egypt, and Brazil taxes levied on imported sugar are more than 5 cents a pound. 
In many countries additional restrictions are used in conjunction with taxes on 
sugar. Many governments control the entire sugar industry, either directly 
or through quasi-government corporations. Prices are fixed from the producer 
through the retailer level, and imports limited through licensing or alloca- 
tions of foreign exchange. In general, such restrictions on supply accompany 
retail prices well above competitive levels, though in a few countries, notably 
the United Kingdom, Eire, and Denmark, protection of high-cost producers ac- 
companies low retail prices as a result of consumer subsidies. In these coun- 
tries sugar rationing is still used to reduce the pressure of consumer demand on 
short supplies. 

The effectiveness of high prices as a restrictive measure may be judged from 
the per capita consumption shown in figure 4. High per capita sugar consump- 
tion in 1948 was generally associated with low or moderate retail prices. 
United States consumption of 93 pounds was exceeded only by that in Australia, 
New Zealand, Canada, and Sweden, where prices also are relatively low. At 
the other end of the scale, the high prices of sugar in such countries as Italy, 
Spain, Hungary, Iran, and Poland were accompanied by low per Capita con- 
sumption. The relationship between prices and per capita consumption is not 
perfect, as consumption is influenced by other economic factors besides price, 
notably consumer purchasing power. In general, the countries with high con- 
sumption and low prices were also those with relatively high purchasing power. 
A price of 10 cents a pound is probably less burdensome to United States con- 
sumers than the same, or even lower, prices would be to consumers in most other 
countries, In terms of consumer purchasing power ‘sugar prices in the United 
States were the lowest reported in the world. 
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SUGAR BEETS AND SUGAR CANE 
DAILY EARNINGS OF HARVEST WORKERS -1950 CROP 
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PRODUCTION AND MARKETING ADMINISTRATION 


FRANCE 





US DEPARTMENT OF AGRICULTURE 


Fieure 5.—Daily earnings of harvest workers in United States areas are among the 
highest in the world. 


While many countries restrict sugar imports, others stimulate exports by 
means of subsidies.. Since subsidies are often indirect, it is not always easy 
to recognize their presence. In general a subsidy may be said to exist when 
the price of sugar for export is substantially below the corresponding price for 
domestic consumption. 

Exports of sugar are subsidized, at least occasionally, by many countries, but 
the implications of this practice for the free market vary widely. Some coun- 
tries resort to export subsidies as a temporary expedient to relieve them of un- 
expected sugar surpluses and others, which normally produce sugar for export, 
employ subsidies occasionally to offset losses from a decline in the world price. 

Sueh occasional subsidies, however, do not contribute so much to the in- 
stability of the world market as the large subsidized exports which regularly 
result from the sugar policies of certain countries, notably those of Eastern 
Europe. Part of their loss from exporting sugar below cost is made up by 
charging very high prices for sugar consumed domestically, as illustrated by 
the retail prices in Eastern European countries shown in figure 4. If per 
capita sugar consumption in Eastern Europe were not limited by high prices 
and other restrictions, most of the sugar produced there could probably be 
consumed within that area and would not be a constant threat to the stability 
of the free market. 

Wages and labor productivity are important elements in determining an 
area’s relative efficiency and its ability to compete with other areas. The daily 
cash earnings of field workers harvesting sugar crops in selected areas, presented 
in figure 5, cover a wide range, from $8.95 in Hawaii to $0.62 in Mauritius. 
The high earnings in Hawaii and the United States beet area have been made 
possible by their high productivity. 

Only general comparisons among areas on the basis of these data may be 
made, as daily earnings (even if adjusted for relative productivity) do not 
represent the same percentage of total or of labor cost for all areas, In Hawaii, 
the United States beet area, and Louisiana, where harvesting is largely mech- 
anized, costs of machine maintenance would need to be taken into account for 
complete comparability with hand-harvested areas, Also, since the daily earn- 
ings are confined to cash, they do not take into account the perquisites such as 
housing, food, social insurance, ete., which are also furnished to workers in 
many areas, Perhaps even more important, the earnings data are not a meas- 
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ure of relative real income because of the great differences which customarily 
prevail with regard to general wage levels, living standards, and prices of 
consumer goods. 

Nevertheless, differences in wages do constitute an important competitive 
factor in many cases. The essential one-crop character of most sugarcane-pro- 
ducing areas, the large investments requiring continuous production, and the 
relative immobility of labor make wage levels of greater importance than they 
would be in many enterprises, 


UNITED STATES SITUATION 


Total sugar supplies available for marketing in the United States have more 
than trebled in the past 50 years, while production in United States areas has 
increased more than six times. In 1950, domestic areas supplied more than 
half of this country’s requirements as against only 30 percent in 1900. (See 
fig. 6.) ; 

Among the domestic sources, the United States beet area has shown the great- 
est increase—over 1,000 percent. Next come Hawaii and Puerto Rico, each 
with increases of over 200 percent; and finally the mainland cane areas, where 
total production in 1950 was almost double that of 1900. 

In 1950 Cuba supplied this country with six times as much sugar as it 
did in 1900; and the Philippines have become a major supplier where as 
they were a negligible source of supplies at the beginning of the century. 
On the other hand, whereas in 1900 we imported 350,000 tons of European 
beet sugar, since the outbreak of World War I imports of beet sugar have been 
negligible. 

Until 1923, imports from Cuba increased much more rapidly than those 
from the Philippines. Between 1924 and 1933 those from the Philippines 
increased, while Cuba’s marketings declined. The increase in Philippine 
production at the expense of Cuba was clearly one of the major factors 
affecting the Cuban sugar economy during that period. From 1934 until 
the outbreak of World War II, the relationship between these two areas 
was stabilized. 

The changing shares of United States sugar supplies contributed by the dif- 
ferent areas result from several causes, chiefly development in technology 
and organization within the sugar industry, changes in general economic 
conditions, and revisions of United States sugar policy. In the decade 1900— 
1910, the beet-sugar industry became firmly established. The extension of 
free trade to Puerto Rico in 1901 and the grant of tariff preference to Cuba 
in 1903 stimulated expansion of sugar production in those areas, and soon 
reduced the share of the full-duty countries in the United States market. 
During the succeeding decade, 1910-20, sugar production increased most not- 
ably in the Philippines (which were granted free entry for sugar in 1913) and 
in the beet area and Cuba, where production expanded rapidly in response 
to the high sugar prices during and immediately following World War I. 
The decades 1920-30 saw further increases, particularly between 1925 and 
1929, in United States insular areas and Cuba. The factors chiefly respon- 
sible for larger sugar output during the 1920's were more intensive cultiva- 
tion, more efficient processing, and the introduction of new cane varieties. 
The year 1926 marked the turning point for mainland cane, which had been 
declining for some time because of mosaic and red rot in Louisiana. Intro- 
duction of new disease-resistant varieties and the opening of new sugar areas 
in Florida have caused an upward trend in mainland cane-sugar production 
since 1926. 

The depression that started in the fall of 1929 checked expansion in the United 
States sugar market. Thereafter came a period of contracting demand. Prices 
in the United States continued to fall sharply despite the 2-cent tariff imposed 
on Cuban sugar in 1930 to protect American producers, This tariff merely stimu- 
lated further increases in the Philippines and United States areas (except main- 
land cane), and Cuba bore almost the full incidence of the shrinking market. 

By setting quotas on the quantities of sugar to be marketed in the United 
States by the various domestic and foreign areas, the sugar acts have, since 1934, 
tended to stabilize the shares contributed by each. The expansion which again 
characterized the United States market both immediately preceding World War 
II and following the lifting of wartime controls, has permitted successive in- 
creases in the quotas and marketings of all the major areas supplying the 


United States, except the Philippines, which have not yet fully recovered from 
wartime devastation. 
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SUGAR: UNITED STATES PRODUCTION AND IMPORTS 


MILLION SHORT TONS MILLION SHORT TONS 
9 Sains Sreoic Be tec. Ae coma Ah Busan cet dee 9 





















Br 7 8 
Tr e ekg e—7 
PRODUCTION j 
6b AND : te 
IMPORTS " r 
eo r 75 
Jf } IMPORTS 
4+ 4 
3 fe 1 3 
\ 
° 4 
2 PRODUCTION 72 
| -— | 
re) SE! SLAPS, Pee ey CE, OR rere? BRP Oc Ore Oe 1@) 
1900 1910 i920 1930 1940 1950 


U.S. DEPARTMENT OF AGRICULTURE PRODUCTION AND MARKETING ADMINISTRATION 
Ficcre 6.—Total United States sugar production and imports increased rapidly until 1929. 

Since then the upward trend has been modified. Until 1931 imports represented over 

half of United States supplies. Since then domestic production usually has supplied 

the larger share. Except during the war imports have increased materially from the 

low point of the 1930's. 

In relation to the prices of other foods, the price of sugar in the United States 
has declined greatly over the past 90 years, as illustrated in figure 7. In terms 
of a constant food dollar—-the 1935-39 level for prices of all foods—the price of 
sugar has declined from a level of around 13 cents per pound for the decade of 
the 1860’s to 3.7 cents in 1950. The downward trend in relative sugar prices 
was accompanied by an upward trend in per capita sugar distribution from 1860 
to the middle 1920's. This carried per capita sugar distribution from 19 pounds 
per year during the Civil War to 117 pounds in 1926. 
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From 1926 to 1934 annual per capita distribution fell 17 pounds. Changes in 
consumer incomes and in prices of sugar could have accounted for a part of this 
decrease, but it is apparent that per capita distribution did not respond appre- 
ciably to higher incomes and continued low sugar prices from 1934 to 1940. 

From 1941 to 1947 sugar distribution reflected primarily the wartime demand 
and shortage of supplies. Distribution increased sharply with the termination 
of controls in 1947, and for the year amounted to 108 pounds per capita (raw 
value). It was slightly lower in 1948 and 1949, but rose to 110 pounds (raw 
value) in 1950, partly because of the buying wave which followed the outbreak 
of the Korean conflict. (See fig. 8.) 

It is too soon to determine whether a new upward trend in per capita sugar 
consumption has started since the end of the shortage. If consideration is given 
to the use of sugar in making illicit liquor during the 1920’s and the large use 
of corn sweeteners in recent years, it is probable that the total legitimate use of 
sweeteners has continued upward. 

The income of consumers has long been recognized to have an effect on the 
demand for sugar and sugar-containing products. Per capita disposable income 
in 1948-50 was on the average about 4 times its 1910 level, whereas the price of 
sugar Was about 1% times its 1910 level. (See fig. 9.) 

During the period 1942 to 1947, inclusive, prices and consumption of sugar 
were controlled by the Government through ceiling prices and rationing. In 
comparison with per capita disposable income, the price of sugar in 1945 under 
price control was the lowest in the history of the United States. Even with the 
rise in prices of sugar since 1945, sugar prices have been lower in relation to per 
capita disposable income in the United States than they were at any time prior 
to the war. 
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WHOLESALE SUGAR PRICES AND PER CAPITA DISPOSABLE INCOME 
ANNUALLY 1910-50 
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US DEPARTMENT OF AGRICULTURE PRODUCTION AND MARKETING ADMINISTRATION 


Ficure 9.—Since the depression, sugar prices have risen much less than consumers’ dis- 
posable income. The divergence has been marked since 1940. 


PRE-SUGAR ACT PROTECTION, AND CONDITION OF SUGAR IN THE 
UNITED STATES AND CUBA 


Prior to the sugar acts, the tariff was the only means used to protect United 
States sugar producers. The sole exception to this was a brief period in the 
1890’s when sugar was put on the free list and a bounty of 2 cents per pound was 
given on domestic production. During the first century of our existence as a 
nation the tariff on sugar had been a revenue-raising measure. During this 
period the United States Treasury was primarily financed through customs col- 
lections, and sugar duties made up about one-fifth of these collections. 
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The paramount purpose of the sugar tariff shifted to protection in the 1590's. 
In the Tariff Act of 1930 the Cuban rate was 2 cents and the full duty rate was 
2.5 cents per pound. 

The inability of the tariff to protect United States producers against the 
chronic overproduction and depressed prices which overtook the sugar industry 
in the early 1930’s was pointed out to President Roosevelt by the United States 
Tariff Commission in 1933. 

Figure 10, showing United States tariff rates on raw sugar, is a simplification 
of an intricate pattern of tariff rates on different grades of sugar. The figure 
shows only the effective rates, which were the full-duty rates until 1913, and the 
preferential Cuban rate (not more than 80 percent of the full-duty rate) since 
then. 

Cuba became almost our exclusive regular foreign sugar supplier around 1913. 
The Philippines, since their independence, have changed from a domestic to a 
foreign supply area. Free entry is accorded to Philippine quota sugar until 1954 
and an annually decreasing preferential rate will apply thereafter, until full- 
duty status will be attained in 1974. 

For some time prior to the enactment of the Jones-Costigan Act, the world and 
United States sugar economies had been in a precarious condition. Depression 
overtook the world sugar market several years before its effects were felt in the 
United States. With the 1924-25 crop, world production began to exceed world 
consumption, and despite several attempts on the part of Cuba and the other 
major exporters to curtail output, burdensome carry-overs grew progressively 
larger. High tariffs stimulated production in protected areas and reduced 
market outlets for world exporters. At the same time the high internal prices, 
induced by tariffs and other restrictive practices in many countries, reduced 
consumption. Between 1924 and 1932, world prices declined from more than 
4 cents per pound to less than 1 cent. 

The depression did not seriously affect the United States sugar industry until 
1930. As sugar prices fell, distribution continued its increase to a high 
point in 1929, and production in United States areas continued expansion under 
tariff protection. In 1930, however, distribution began to decline. setween 
1929 and 1933 it fell from 6.5 million to 5.9 million tons. Even this decline did 
not curtail sugar marketings by United States areas. The increase in the 
tariff on Cuban sugar to 2 cents in 1930 resulted in great reductions in market- 
ings from that source, with the slack being taken up by United States producers. 
This encouraged still further expansion in United States areas. Between the crops 
of 1929 and 1933, production in the beet area increased by 61 percent, the Philip- 
pines by 44 percent, Puerto Rico by 42 percent, Hawaii and mainland cane each by 
15 percent. However, while the 1930 tariff enabled United States producers to 
increase their marketings, it did not protect them from falling prices. The 
average price of sugar in New York in 1932 was 2.93 cents per pound, including 
the 2-cent Cuban duty. The price received by producers of sugar beets fell from 
$7.14 a ton in 1930 to $5.13 in 19383. Gradually it became apparent that any price 
advantage gained by another tariff increase would be more than offset by 
increased production and heavy carry-overs in the domestic areas. 

In the years immediately preceding the passage of the Jones-Costigan Act, 
Cuba was in a critical economic and political condition as her sugar was being 
crowded out of the United States, her most important market. From the Treaty 
of 1903 until shortly before the outbreak of World War I, Cuba had marketed 
almost all her sugar in the United States. Under United States protection, Cuba 
had increased her production from less than 1 million tons in 1902 to nearly 3 
million tons in 1914. During and immediatley following World War I, Cuba 
found a substantial market in Europe, since European beet-sugar production had 
been sharply reduced and imports from Java had been interrupted by the war. 

In the years 1915-25 nearly one-fourth of Cuba’s exports went to countries other 
than the United States, chiefly to the United Kingdom. Over the same period her 
market in the United States was also expanding. Under these stimuli, Cuban 
production increased from less than 3 million tons in 1914 to nearly 6 million 
in 1925. 

Beginning with 1926 Cuba’s market in Europe was sharply restricted. Europe’s 
beet-sugar industry had recovered from the effects of the war, and a new wave of 
protectionism, which extended to Europe’s overseas colonies, resulted in de- 
pressing sugar surpluses being held by Cuba and other exporters to the world 
market. Several attempts on Cuba’s part to improve the condition of the world 
market by limiting her crop were unsuccessful as production in other areas, par- 
ticularly those enjoying tariff protection, continued to expand. 
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Cuba maintained her exports to the United States at relatively high levels 
until 1980, when the increase in the United States tariff to 2 cents became 
effective. Entries of Cuban sugar into the United States fell from 3.6 million 
tons in 1929 to 1.5 million tons in 1933. 

Because of sharply falling prices, Cuba’s loss of income from the mid-1920’s 
until the passage of the Jones-Costigan Act was much greater than the quantita- 
tive decline in her sugar exports would indicate. The price of sugar in Cuban 
warehouses fell from an average of 3.35 cents a pound in 1921-25 to 1.70 cents in 
1929 and 0.70 cent in 1982. Cuba’s share in the United States market was main- 
tained by cutting costs, particularly wages, to meet the successive increases in 
tariff rates from 1.6 cents in 1921 to 2 cents in 1930. Cuba’s declining income 
was reflected in the declining value of her visible imports from the United States. 
These fell from a high point of $404 million in 1920 to $127 million in 1929, and 
finally reached the low point. of $23 million in 1932. 

Early in 1933 the United States Tariff Commission concluded that the pro- 
tective tariff was no longer an effective instrument for dealing with the sugar 
problem ; that an increase in the tariff would have the effect only of reducing wage 
rates in Cuba without rendering relief to the domestic sugar industry ; that both 
the domestic industry and Cuba required price relief; that sugar prices could be 
raised only by limiting the supply of sugar; and that in the event of the impo- 
sition of some type of quota system the duty on Cuban sugar might be reduced, 
thus restoring purchasing power to Cuba. The letter to the President of Robert 
L. O’Brien, chairman of the Commission, follows: 

Aprit 11, 1933. 
The PRESIDENT, 
The White House. 


My Dear Mr. PRESIDENT: In view of the possibility of early action by our 
Government in regard to tariff bargaining, I venture to send you certain con- 
clusions that have been reached by the Tariff Commission from our study of the 
sugar industry. We hope to have the complete report ready for submission 
within a few weeks, but we have thought that an earlier statement of certain 
facts might be helpful to the administration. 

It is evident from our study that the duty on sugar cannot justly be based 
on a difference between domestic and foreign costs of production. The situa- 
tion in Cuba, which is the chief competing foreign country, is such that the 
higher the American tariff may be the lower are the costs of producing sugar 
in Cuba. 

Cuba must fix the price at which she sells sugar at a point which will enable 
her product. to enter the American market. The result is that the price has 
gone down to a point which is disastrous both for American and for Cuban 
producers. It is evident that no increase of the American tariff can relieve the 
resulting situation in this country or in Cuba. 

lor the reinstatement of comparative prosperity in the domestic industry, 
and also to such an extent in Cuba as may enable her again to become a customer 
on a considerable scale for American exports, it is necessary that the price of 
sugar should be somewhat higher than has prevailed recently. 

To raise the price it will be necessary to limit the supplies of sugar offered 
for sale in the United States. This cannot be done by an increase of the tariff, 
but must be done by limiting imports to this country. Such limitation should be 
imposed not only upon Cuba but likewise upon the Philippine Islands, and it 
might be extended, under the powers conferred upon the administration through 
the Farm Relief Act, to the production of sugar in Hawaii, in Puerto Rico, and, 
if necessary, in the continental United States. 

Should some such quota system meet with the approval of the administration, 
the duty on Cuban sugar might be reduced on a limited importation by such 
amount as the Government might find expedient, with a view partly to revenue 
and partly to the restoration of the purchasing power of Cuba. 

If it be desired, the Tariff Commission is prepared to rended assistance in 
working out such quotas for the various sources of sugar supply as would appear 
to be most feasible. 

Respectfully, 
Rosert L. O’Brien, Chairman. 


DEVELOPMENT OF THE SUGAR ACT 


The first major effort to cope with the deteriorating sugar-price situation 
domestically was made under the auspices of the Federal Farm Board, which 
in 1930-81 was attempting to stabilize the market for various farm products 


38 EXTENSION OF SUGAR ACT OF 1948 


by buying and storing some of the surpluses. Sugar beets and sugarcane pre- 
sented some peculiar problems. A surplus in the usual sense did not exist, 
since the United States is a net importer of sugar. Also, since sugar beets 
and sugarcane cannot be stored for any length of time, they could not be 
purchased and held off the market. 

The Federal Farm Board therefore assigned Samuel R. McKelvie, ex-Governor 
of Nebraska, to work on the problem. Governor McKelvie arranged a confer- 
ence of sugar-beet growers representing the various producing States. At this 
conference, representatives of regional grower associations formed a national 
organization, which is still im existence. Following the conference the Farm 
Board named a Sugar Beet and Sugarcane Advisory Committee. This com- 
mittee met with the Farm Board several times during 1930 and 1931; but, 
primarily because sugarcane and sugar beets were not adapted to the Farm 
Board’s purchase and storage program, no definite plan for sugar crops was 
undertaken. 

In 1933, the Agricultural Adjustment Act was passed, under which the Secre- 
tary of Agriculture was directed to raise farm prices and restore farmers’ 
purchasing power by two methods: (1) By restricting production of basic farm 
commodities and making benefit payments to producers in return for crop 
restriction, (2) by restricting sales of farm products through voluntary market- 
ing agreements with distributors and processors. 

Although Congress did not make sugar crops basic commodities under the 
AAA until 1934, the Secretary had the power to assist producers under the 
marketing agreements. In June 1933, Dr. John Lee Coulter, a member of the 
United States Tariff Commission, was appointed to explore the possibility of 
stabilizing the sugar industry under this authority. Dr. Coulter called a 
meeting of the entire sugar industry in June 1933, in Washington. Practically 
all groups having an interest in the United States sugar market were represented 
at this meeting. Working committees were appointed at meetings in Washing- 
ton during the balance of 1983 and the early months of 1934. From their 
efforts the sugar stabilization plan evolved and was agreed upon by the various 
segments of the sugar industry. 

The plan included (though in different form) the two most essential pro- 
visions later enacted into the Jones-Costigan Act: (1) the consumption esti- 
mate; and (2) marketing and import quotas for the various areas supplying 
the United States. It differed significantly from the Jones-Costigan Act in 
that, under the stabilization plan, a minimum price for raw sugar would be fixed 
by a formula; the world price adjusted for freight and insurance from Cuba, 
plus 2.5 cents (the full-duty tariff rate). 

After consideration of the plan, the Secretary of Agriculture rejected it on the 
grounds that in that form it would have tended to increase rather than remove 
the disparity in agriculture’s purchasing power. He explained that the bill 
emphasized unduly the interests of processors, and that farmers would pay 
more for the sugar they bought as consumers than they would gain as producers 
from the proposed higher prices. Also, the Government expressed the opinion 
that, under the plan “no effective control of production was contemplated.” 

The sugar-stabilization plan, although finally rejected, had served to bring 
about agreement among various claimants for the United States market on such 
controversial matters as the need for quotas for the various areas, and it made 
possible the later enactment of the Jones-Costigan Act with practically no oppo- 
sition from the industry. 

Using the stabilization plan as a point of departure, the Government drafted 
a new set of proposals which were recommended by the President to Congress 
early in 1934. The Government's proposals incorporated most of the basic 
philosophy underlying the Jones-Costigan Act and its successors. To assure 
a “free exchange” price to farmers, the President recommended amendment of 
the Agricultural Adjustment Act, making sugarcane and sugar beets “basic” 
agricultural commodities. This step would enable the Secretary of Agriculture 
to compensate farmers for compliance with marketing quotas by benefit pay- 
ments made from processing-tax funds. By shifting reliance for price stability 
largely from the tariff to quotas, it became possible to extend the benefits to 
Cuba as well as to American producers. The President’s plan also called for 
an immediate reduction in the Cuban duty from 2 to 1.5 cents, and favorable 
future consideration to be given to increasing the Cuban vreference. Finally, 
implementation of the program was to be achieved through amendment of the 
act, which would give the Secretary authority “to license refiners, importers, 
and handlers to buy and sell sugar from the various producing areas only in 


fa a ea i a 








a 


Mase 


A TES AMR Or a REBT 





Foy 


ON RL FN ELAR SLT aa ae 





= SS WS ES SC 


SS ew 


T'was Yo Ge 





ids 


eee an 








a le FN ALL EADY BR ORION Sa be igre 


EXTENSION OF SUGAR ACT OF 1948 39 


proportion which recent marketings of such sugar bear to the total United 
States consumption.” Under this authority it was planned to give Cuba a rather 
more favorable quota than had been suggested by the industry’s stabilization plan. 


ESSENTIAL PROVISIONS OF THE SUGAR ACTS 


The Jones-Costigan Act 


The main provisions of the Jones-Costigan Act, which became effective on May 
9, 1934, were as follows: - 


(1) The determination of annual sugar-consumption requirements. 

(2) The use of quotas to adjust sugar marketings from each domestic 
and foreign area to consumption requirements. 

(3) The adjustment of production in the domestic producing areas to the 
quota system. ; 

(4) The inclusion of sugar beets and sugarcane among the “basie agricul- 
tural commodities,” the imposition of a processing tax, and the use of the 
proceeds of this tax for payments to producers. 

The broad, basic features of the Jones-Costigan Act have been retained in the 
Sugar Acts of 1937 and 1948, though details have been somewhat modified by 
subsequent legislation. The most important legal developments affecting the 
sugar industry are summarized below. 

The Supreme Court in January 1936 banned processing taxes when a part 
of a production-control program (U.S. v. Butler, 297 U. S.1). In erder to clarify 
the applicability of the act in view of this decision, the Congress resolved that 
no further processing, Compensating, or floor-stocks taxes on sugar were to be 
levied and that no more contracts should be entered into with producers of 
sugar beets or sugarcane. Otherwise the act was to remain in foree until 
December 31, 1937, and the quotas and allotments were ratified. The Secretary 
was authorized, in allotting marketing quotas, to consider prior allotments, 
changes in marketing, marketings in 1935. and ability to perform (Puablic Resolu- 
tion No, 109, approved June 19, 1986). 

In the meantime, the Congress had passed the Soil Conservation and Domestic 
Allotment Act of 1986. This law provided for conservation payments to sugar- 
beet and sugarcane producers who planted soil-conserving crops in addition to 
their sugar crops. 

In the following year, President Roosevelt recommended that Congress enact 
new legislation embodying the principles of the Jones-Costigan Act. This rec- 
ommendation resulted in the Sugar Act of 1937. Originally due to expire 
December 31, 1940, it was successively extended through December 31, 1947, when 
it was superseded by the Sugar Act of 1948. However, the quota provisions 
were suspended by Presidential proclamation from September 11, 1939, to Janu- 
ary 1, 1940, and again from April 13, 1942, until November 28, 1947. 

The Sugar Act of 1987 provided that the Secretary of Agriculture should 
estimate the annual consumption requirements of the continental United States 
and allot as quotas to each domestie and foreign area specific percentages of 
the total. These percentages, which totaled 55.59 percent for the domestic 
areas and 44.41 percent for the Philippines, Cuba, and other foreign suppliers, 
were based on the shares each had contributed to the United States market 
in certain “representative years.” In establishing quotas on a percentage basis, 
the Secretary was to observe the following limitations: 

The quotas to domestic areas, exclusive of the Philippines, had to be not less 
than 3,715,000 short tons, and the Philippine quota had to be not less than the 
duty-free quota under the Philippine Independence Act. Provisions were made 
for quota revisions and reallocations, for direct-consumption sugar quotas, and 
for local consumption quotas in Hawaii and Puerto Rico. 

If necessary for the purposes of the act, quotas might be allotted to persons 
who market or import sugar. 

The act imposed an excise tax at the rate of 50 cents per 100 pounds of sugar, 
raw value, and an import compensating tax at the same rate. it provided for 
conditional payments to producers at a basic rate of GO cents per 100 pounds 
of recoverable sugar with downward graduations for large producers. 

The conditions required to qualify a producer for payments generally involved 
the elimination of child labor (other than that of the immediate members of 
the producer’s family), the payment of fair and reasonable wages. the preser- 
vation and maintenance of soil fertility, marketing of no more than the farm’s 
proportionate share of the quota of the area in which it was located, and, in the 
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case of producer-processors, the payment of fair and reasonable prices for the 
sugar crops produced from other producers. Abandonment and deficiency pay- 
ments in the event of natural disaster were also authorized. 

A first amendment to the act modified the child-labor provisions. Growers 
employing child labor were no longer declared ineligible for conditional pay- 
ments. Instead, a deduction from the payments to such growers was provided. 

Another minor liberalization of the conditional-payments provisions and a 
modification of the prescribed method of estimating sugar consumption require- 
ments formed a second amendment to the act. 

The specific restrictions on the shipment of direct-consumption (refined) sugar 
from Hawaii and Puerto Rico to the mainland were permitted to expire on Feb- 
ruary 29, 1940, but were later reenacted when the act was extended through 1941. 

The basic rate of conditional payments was increased from 60 to 80 cents per 
100 pounds of sugar, the system of deductions from this rate in the case of larger 
producers was changed, and the payment provisions were extended to the Virgin 
Islands in 1941, when the act was extended through 1944. After two more exten- 
— of the act (in 1944 and in 1946) the Sugar Act of 1948 superseded the 1937 
egislation. 


The Sugar Act of 1948 


The Sugar Act of 1948, like its predecessors, provides for the determination of 
sugar-consumption requirements. It establishes marketing quotas for domestic 
production areas and import quotas for foreign countries. Finally, it continues 
the excise tax and provides for payments to domestic sugarcane and sugar-beet 
growers conditioned on their compliance with the requirements of the act. 

Title II, Quota Provisions, establishes that sugar requirements of consumers 
in the continental United States for the following year are to be determined by the 
Secretary of Agriculture during each December. This determination may be 
revised during the course of the year. The Secretary must be guided in his deter- 
mination by the amount of sugar distributed during the 12-month period ending 
October 31 next preceding his determination, by the state of sugar inventories, by 
changes in population and demand conditions, and by the effect of his determina- 
tion on the relationship between refined sugar prices and the general cost of living 
as compared with the relationship that prevailed during 1947 prior to the termi- 
nation of sugar price control. 

In establishing quotas under the Sugar Act of 1948 the Congress deviated from 
the method it had followed in the act of 1937. The earlier act expressed as per- 
centages of the total consumption requirements the shares which each area, 
domestic and foreign, should be allowed to market. The act of 1948, on the other 
hand, established statutory quotas in terms of absolute quantities for the domestic 
areas and the Philippines, while the shares of Cuba and other foreign countries 
were expressed as a residual. 

This naturally gives the advantage of increased United States consumption to 
foreign areas (chiefly Cuba) while they also bear the first incidence of reduced 
consumption. 

Quotas provided for the domestic areas are as follows: 


Producing area Short tons, 


Continental United States: raw value 
eR ARR US RT! SUE De Cn ae Esl SR RTE 1,800,000 
ig, | aR SR SEAS RPS ECTS Se ante ES SS tied ier SPS hy 9 9S SE: 500,000 

RS RS FO TAREE CORE ERA ERIN. SOLS eo EA EER ESS 1,052,000 

co ORES SL EE a RE DS OF eae BE SE! A be Re 910,000 

gS, RATE STARE Teed DAE Mp eee ES Me Tes AA LOR TRO 0 Sp MA RT A 6,000 

<2 | WMO EMEC Fc SEU SE a Oe a Ri RR aT BS ST ees | Sa ae 4,268,000 


As specified in the Philippines Trade Act of 1946, the Republic of the Philip- 
pines enjoys a quota of 952,000 short tons of sugar in actually entered weight 
(approximately 982,000 short tons, raw value). The Cuban quota is 98.64 
percent of the excess in requirements over the above amounts. However, it 
must be at least equa! to the Cuban quota under the Sugar Act of 1937 (28.6 
percent of sugar requirements). If necessary, the quetas of other areas must 
be proportionately reduced in order to guarantee that minimum quota for 
Cuba. 

Other foreign countries are allotted 1.36 percent of the excess of requirements 
over the domestic and Philippine quotas. Proration among these countries is 
made in proportion to the quotas assigned to them in 1936. Under this prora- 
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tion, approximately five-sixths of the total is allotted to Peru, Nicaragua, San 
Salvador, the Dominican Republic, and Mexico. The countries are listed in 
decreasing order of their quotas, Peru holding about one-fifth and Mexico one- 
eighth of the total quota assigned to other foreign countries. 

This basic pattern of quota allocation is supplemented in five respects, the 
terms of which are chiefly extensions (or modifications) of provisions in the 
Sugar Act of 1937: 

(1) If any domestic area or any foreign country cannot fill its quota, provision 
is made for reallocation of the deficit to other areas or countries. The system 
of reallocation under the Sugar Act of 1948 is more favorable to Cuba than it 
was under the act of 1937 as Cuba now receives 95 percent of any Philippine 
deficit. 

(2) The Secretary must determine local consumption quotas for Hawaii and 
Puerto Rico. 

(3) If the successful administration of the quota scheme so requires, the 
Secretary must prorate the area and country quotas among persons who market 
or import sugar. These allotments are to be based on a consideration of the 
processings of sugar on which conditional payments are made, on past mar- 
ketings or importations of each person; and on the ability of each person to 
market or import his portion of the quota. Detailed provisions are made for 
the appeal to the United States Court of Appeals for the District of Columbia 
against these allotments by aggrieved applicants. 

(4) Only small proportions of the quotas of the principal offshore supply 
areas, domestic and foreign, are permitted to be brought into the continental 
United States as direct-consumption sugar; i. e., sugar requiring no further 
refining or other improving process. 

(5) Liquid sugar forms part of the sugar quota in the case of domestic areas. 
Liquid sugar from abroad is defined as sugar principally not of crystalline struc- 
ture which contains soluble nonsugar solids equal to not more than 6 percent of 
the total soluble solids, Only Cuba and the Dominican Republic are assigned 
liquid sugar quotas. 

Sugar and liquid sugar used for reexportation, distillation, or livestock feed 
is exempted from the quota limitations. 

Under title IV, the quota provisions may be suspended by Presidential procla- 
mation in case of a national emergency with respect to sugar. 

Title III, “Conditional Payment Provisions,” provides for benefit payments to 
domestic growers of sugarcane or sugar beets. The basic rate of payment is 80 
cents per hundred pounds of sugar, raw value. It applies to the first 350 short 
tons of sugar, raw value, produced on a farm. The base rate is reduced progres- 
sively to a minimum of 30 cents per hundred pounds of sugar produced in excess 
of 30,000 short tons on the farm. 

Payment is made only to farmers who have not marketed or processed sugar 
beets or sugarcane in excess of their proportionate shares in the applicable area 
quota. These proportionate shares are to be determined by the Secretary. In 
his determination he may consider, for each farm, past production and ability 
to produce sugar, and he is to protect the interests of new and small producers. 
Payment is made only for sugar produced as part of the proportionate share of 
each farm in the applicable area quota. 

Full payment is furthermore conditioned on the absence of child labor in the 
production of the sugarcane or sugar beets in question. Adolescents between 
the ages of 14 and 16 must not be employed in excess of 8 hours a day. Children of 
the owner of at least 40 percent of the crop are exempted from these provisions. 
Disregard of these provisions, where applicable, is penalized with a deduction of 
$10 from payments for each child and for each day during which he was employed. 

Employer-producers must pay their labor fair wages as determined by the 
Secretary. Noncompliance results in the deduction from payments of the funds 
required fully to remunerate underpaid laborers. 

Processor-producers must pay other beet and cane producers, from whom they 
buy, fair prices as determined by the Secretary. Noncompliance makes a proces- 
sor-producer ineligible to receive payments. 

Conditional payments are also authorized in case of crop abandonment. Such 
payments are to be made on one-third of the normal commercial sugar production 
of the bona fide abandoned area. Payments in case of crop deficiencies due to 
natural disasters may be made on the difference of 80 percent of the normal 
commercial sugar production and the actual yield obtained. 
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The condition relating to the preservation and maintenance of soil fertility 
stipulated in the 1937 act is not contained in the 1948 act. 


EXPERIENCE UNDER THE SUGAR ACTS 


The Sugar Act of 1948 and the predecessor acts have operated to the benefit of - 


many groups which participate in the production, processing, and consumption of 
sugar for the United States market. Incomes of sugar beet and sugarcane 
growers have been substantially increased, as have wages of field workers in 
all United States areas. Sugar prices paid by the consumer have remained 
moderate. Increases in domestic production have been restricted but domestic 
production has not been permanently reduced. The benefits enjoyed by United 
States producers under the sugar acts have been progressively extended to the 
foreign countries, principally Cuba, which market sugar in the United States. 
Growers’ income 

Marketing quotas imposed in 1934 under authority of the Jones-Costigan amend- 
ment to the Agricultural Adjustment Act of 1933 prevented excess supplies of 
sugar from entering the American market. However, surplus stocks, particu- 
larly heavy in the Philippines and Puerto Rico, overshadowed the market and 
kept prices depressed. In 1935, production allotments were added to the 
marketing quotas in order to reduce stocks to the quantities needed to fill the 
quotas. In Puerto Rico and the Philippines, production was cut below the 
marketing quotas in order to absorb the heavy surpluses in storage. Domestic 
and insular sugar crops were reduced 30 percent in 1935 and the price of raws 
rose from $2.80 per hundredweight in February 1935 to over $3.80 by the end 
of that year. By the end of 1936, production allotments had reduced supplies 
to quota requirements. In that year, domestic and insular production was 
allowed to rise about 16 percent, mainly in Puerto Rico and the Philippines, 
where production had earlier been cut below the marketing quotas. 

Although refined sugar prices in 1940 had receded to their 1933 level, main- 
land growers, income per ton of cane (including Sugar Act payments) had 
risen 19 percent and their income per ton of sugar beets, 30 percent. By 1950, 
the price of refined sugar had risen 82 percent above the 19338 level, but main- 
land growers’ income per ton of cane had increased 184 percent, and per ton of 
beets, 160 percent. (See figure 11 giving comparisons based on 1935-39.) 

Growers now obtain a much larger proportion of the consumer’s sugar dollar, 
largely because of the more stabilized conditions under which the industry 
operates, and because of the continued efforts on the part of sugar mills and 
refineries to improve their processing efficiency. As a result of these conditions, 
mill and refinery costs have not reflected the full impact of the general price 
inflation which has occurred in the last 15 years. Processors generally have 
operated profitably and at the same time have been able to increase substantially 
the proportion of total sales income paid to growers for sugarcane and sugar beets. 
Sugar beets 

Sugar-beet growers are paid for their product a percentage of the net proceeds 
realized from the sale of beet sugar (gross sales less marketing expenses). In 
the North Central States, usually referred to as the eastern beet region, they 
also share in the net proceeds from the sale of molasses and dried beet pulp. 
There, the sharing relaticnship has been 50 percent to the processor and .50 
percent to the grower throughout the period covered by the several sugar acts. 
In all other parts of the country, where approximately 80 percent of the beet 
sugar is produced and where the sharing relationship for beets of a constant 
quality is based solely upon the net proceeds from sugar, terms of the sugar- 
beet purchase contracts have been altered several times during the last 15 
years. In 1935 the contract was changed to increase the growers’ share of the 
first $4.50 per hundredweight of net proceeds. As sugar prices did not reach 
that level until the outbreak of World War HI, the net result was an increase 
in the price paid for sugar beets. In 1941, 1945, and 1948, the contracts were 
again altered. Essentially, the changes have given greater protection to the 
processor at low sugar prices and greater returns to the grower as prices rise. 
Higher sugar prices of late years have thus given the grower inceasing returns 
relative to those of the processor. In 1949, on a national average basis, growers 
received 56 percent of net proceeds from the sale of refined beet sugar. In 1933 
they had received only 47 percent. (See fig. 12.) 
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SUGAR PRICES AND GROWERS’ INCOME FROM 
MAINLAND SUGAR BEETS AND SUGARCANE COMPARED 
WITH PRICES RECEIVED BY FARMERS 
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FictRE 11.—-Although growers’ income from sugarcane and sugar beets has not risen as 
rapidly as the prices received by farmers for all farm products, it has risen at a much 
higher rate than the price of refined sugar. This indicates that the farmer is now 
receiving a larger percentage of the sugar dollar. 

Louisiana sugarcane 


Louisiana mills purchase sugarcane on the basis of its recoverable sucrose 
content and average sugar prices, either for the week or for the season. The 
recoverable sucrose content is determined by laboratory methods. Accordingly, 
low recovery rates on the part of the mill tend to reduce the mill's share of sugar 
proceeds and high rates tend to increase the mill’s share, Recovery and shar- 
ing relationships fluctuate somewhat from year to year. In 1933 Louisiana 
growers received 64 percent of the net proceeds from the sale of raw sugar. 
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DIVISION BETWEEN GROWERS AND FACTORIES OF THE NET PROCEEDS 
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Figure 12.—Until 1940 the sugar-beet factories received a slightly larger share of the 
consumer’s sugar dollar than the growers. During the war years the growers’ income 
increased by 50 percent, while the factories’ income remained almost constant. The 
growers how receive substantially more than the factories. Net proceeds and payments 
to growers as reported by processors. 


They received a considerably smaller percentage in all but one of the remain- 
ing years prior to World War II, because of a provision under which the price 
of sugarcane was reduced when sugar prices fell below $3.50 per hundred- 
weight. Growers’ income from sugarcane did not fall in like manner, however, 
sipce Sugar Act payments roughly offset the reduction in cane prices. 

Since 1940, raw sugar prices have exceeded $3.50, thus making the reduction 
provision of the contract inoperative. In 1946, contracts were changed to 
increase slightly the growers’ share of proceeds. Subsequent changes have been 
minor in their over-all effect. In 1950, growers received 67 percent of proceeds 
from the sale of sugar. (See fig. 13.) 


Puerto Rican sugarcane 


Puerto Rican growers now receive approximately two-thirds of the net pro- 
ceeds from the sale of raw sugar. When the Jones-Costigan amendment was 
enacted, the grower’s share had been 60 percent of the sugar recovered from his 
cane. In 1938, 1943, and 1947, contracts were changed to increase the grower’s 
percentage. Under the terms of contracts now in existence, growers receive 
from 63 to 67% percent of the sugar, the higher percentage applying to cane of 
a high sucrose content. (See fig. 14.) 


Wages paid to field workers 


To qualify for benefit payments under the Sugar Act, producers of sugarcane 
and sugar beets are required to pay wages to their field workers at rates not 
less than those determined annually by the Secretary of Agriculture to be fair 
and reasonable. Minimum wage rates of field workers in all domestic areas 
have almost quadrupled in the 15 years since 1934. During the same period, the 
cost of food and clothing has slightly more than doubled. Without question the 
standard of living of field workers has been substantially improved. It is also 
interesting to note that these wages are paid by growers whose gross income 
per ton of sugarcane or sugar beets has only slightly more than doubled during 
the same period of time. Improved methods of sugarcane and sugar-beet produc- 





ats ine epee ret 








iad Dena ior da! 


hind. 





; 
4 
a 
| 
: 
; 








eww & Ww 


o “6h 


wa eS ws 


Tew SS Se OS CU 





eileen wee neta ston 








EXTENSION OF SUGAR ACT OF 1948 


DIVISION BETWEEN GROWERS AND MILLS: OF PROCEEDS FROM 
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Fieure 13.—In 1950, sugarcane growers received over twice as large a share of the 
roceeds from the sale of Louisiana raw sugar as did the mills. The growers’ share 
nas increased greatly since 1940. Based on average price during settlement period and 
not on actual proceeds received by mills. 


DIVISION BETWEEN GROWERS AND MILLS OF NET PROCEEDS 
FROM SALE OF PUERTO RICAN RAW SUGAR 
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Ficure 14.—Since 1939, the growers’ share of net proceeds from the sale of Puerto Rican 
raw sugar has increased sharply. The mills’ share has increased less. In 1950 the 
growers’ share was nearly twice the mills’ share. Based on average price during 
harvest and not actual proceeds received by mills. 
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tion, both as to mechanization and as to farming practices, have made this record 
possible. (See fig. 15.) 


MINIMUM WAGE RATES OF FIELD WORKERS IN RELATION TO 
GROWERS INCOME AND TO COST OF FOOD AND CLOTHING 
AVERAGE ALL DOMESTIC SUGAR PRODUCING AREAS 
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Fieure 15.—Minimum wage rates to field workers established under authority of the Sugar 
Aet have increased much more than growers’ gross income or the cost to workers of 
food and clothing. Wage and income data are averages of all demestic sugar-producing 
areas weighted by tons of sugar beets and sugarcane produced. Administrative, field 
supervisory, and employee-service workers excluded. Food and clothing indexes are 
from United States Consumers’ Price Index. 


Minimum wage rate increases have varied considerably from area to area. 
In Puerto Rico, Louisiana, and Florida, the minimum rates have tripled; in the 
Virgin Islands, where the rate was extremely low in 1934, it has since that time 
quadrupled; and in Hawaii, it has increased more than fivefold. Hawaii, of 
course, is the area where the greatest strides in mechanized farming have 
occurred, Although the International Longshoremen and Warehousemen’s 
Union, which represents the Hawaiian sugarcane field workers, has pressed 
strongly for wage increases, these demands could not have been met had it not 
been tor the remarkable progress achieved im mechanized farming. (See figs. 
16 and 17.) 

Average earnings of field workers exceed minimum wage rates in each of the 
areas for a number of reasons, such as the inclusion of overtime premium pay- 
ments, task work premium payments, higher basic wage rates paid by some or al] 
producers, and higher rates paid for specialized skills. In Louisiana, Puerto 
Rico, and the Virgin Islands, average earnings exceed the minimum rates by 
relatively small amounts. In the other areas, earnings exceed minimum wage 
rates by from 15 to 35 percent. (See fig. 18.) 

There is rather a close relationship between average prevailing wage rates and 
labor requirements. In Hawaii, where the highest wages are paid, man-hour 
requirements per ton of recoverable sugar are lower than in any other domestic 
area. Excluding the Virgin Islands, wage rates are lower in Puerto Rico than 
in any other domestic area and man-hour requirements are higher. Puerto 
Rico required 148,000 field workers in 1949 to preduce a 1,277,000-ton crop of 
sugar, whereas Hawaii used only 13,750 to produce 956,000 tons. In view of 
Tuerto Rico’s larger population, and inadequate employment opportunities, a 
rapid change to mechanized methods of sugarcane production could cause addi- 
tional unemployment. (See fig. 19.) 
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MINIMUM WAGE RATES, FOUR DOMESTIC SUGAR CANE AREAS. 7 
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Minimum wage rates as prescribed under authority of the Sugar Act have 
increased substantially in all four of these sugarcane areas. Wages are highest in the 
newest area, Florida. The ranking of the four areas has remained constant under the 
Sugar Act. Administrative, field supervisory, and employee-service workers excluded. 
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‘IGURE 17.—Earnings in the sugar-beet area and Hawaii have increased sharply since 


1941, largely because mechanization has increased productivity. Hawaiian workers’ 
earnings include overtime and other provisions. Beet-area workers’ earnings are mini- 
mum rates per acre for contract ‘work divided by man-hours per acre exclusive of 
premiums. The apparent reduction in the minimum wage in the beet area in 1950 is the 
result of the transfer of a supplemental wage payment from harvesting work to hoeing, 
which is not included in this calculation. Earnings of supervisory, administrative, and 
employee-service workers excluded. 
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MINIMUM WAGE RATES AND AVERAGE EARNINGS, BY AREAS - 1949 
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Figure 18.—Average earnings are higher than the minimum rates prescribed under author- 
ity of the Sugar Act in all of the domestic areas. The spread is substantially in the 
continental sugar-beet area and Florida. For Hawaii, the comparison is between average 
earnings (including bonuses, allowances for vacations, and extra pay for overtime work) 
and weighted average minimum wages for the various classes of labor. All data excludes 
Supervisory, administrative, and employee-service workers. 


100 


sia 





a ae ere 





Lea PES 





NS DPB 


9 
| 
a 
4 





LARS PER DAY 





EXTENSION OF SUGAR ACT OF 1948 





RELATION BETWEEN AVERAGE DAILY WAGES AND MAN 
DAYS OF FIELD WORK PER TON OF SUGAR, DOMESTIC 
PRODUCTION AREAS, 1949 CROP 
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Ficure 19.—There is a close relationship between average daily wage and man-day require- 
Hawaii, with the lowest man-day requirements, has the 
Puerto Rico, with the highest man-day requirements, has the lowest 
oresents workers’ daily weighted average prevailing cash wages (super- 
uded; administrative and employee-service workers excluded.) 
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Sugar prices and consumption 


The wholesale net cash price of refined sugar at New York rose from 4.32 
cents a pound in 1983 to 7.84 cents in 1950, an increase of about 80 percent. The 
great majority of this rise has occurred since 1945. Between 1933 and 1935, 
sugar prices rose about 12 percent, then gradually drifted back to the 1933 level 
over the next 5 years, so that in 1940 they were at the same level as in 1933. 
In the next 2 years, they rose 25 percent, and remained about at that level 
through 1945. 

The stability in sugar prices from 1942 to 1945 was the result of wartime 
controls and consumer subsidies. Under the Cuban-crop purchase programs 
the Commodity Credit Corporation imported sugar without paying the tariff. 
In addition the Corporation sold at losses and absorbed costs which invo!ved 
expenditures by it of $133 million in order to obtain supplies and keep down 
costs to consumers. In 1946 and 1947, when costs rose and the subsidy pro- 
grams were brought to an end, sugar prices rose sharply. Sugar prices declined 
in 1948, and then showed small increases in 1949 and 1950. (See figure 31.) 

Other than the rapid increases in 1946 and 1947, refined sugar prices under 
the Sugar Acts have been noted for their stability. This stability is particularly 
marked when the rise in sugar prices since 1945 is compared with the rise in 
the price of all foods. (See figure 8 above.) 

Total sugar consumption increased from 6.1 million tons in 1934 to around 
7.9 million tons in 1950, or by 30 percent. Total consumption in 1984 (the year 
during which the Jones-Costigan Act became effective) was at its lowest point 
in 10 years. In 1935 it rose sharply, and remained fairly steady until 1941, when 
it rose again. During the war years consumption was curtailed because of 
wartime needs, shortages, and shipping difficulties. In 1948, the first full year 
following the termination of controls, total consumption slightly exceeded the 
1941 level, and has been increasing gradually since then. 

It is too soon to determine the nature of the postwar trend in per capita 
sugar consumption. Average per capita consumption sinee the end of sugar 
controls in 1947 has probably been at about the prewar level. For short periods, 
however, figures on distribution by primary distributors (refiners, beet proces- 
sors, mainland cane mills, and importers) can differ considerably from household 
cousuimption and industrial usage. The sharp increase in sugar distribution in 
1950 undoubtedly reflected a replenishment of stocks by consumers, industrial 
users, and distributors. It probably also reflected increased use of sugar in 
the manufacture of stocks of sugar-containing products. It may also have re- 
flected some increase in final consumption. 

In view of the expansion in the production and utilization of corn sweeten- 
ers, dextrose, and corn sirup, it is clear that the per capita consumption 
of all sweeteners combined is higher than it was during the prewar period. 
Compared with the 1935-39 average, per capita consumption of dextrose in 
1950 more than doubled, and that of corn sirup increased 20 percent. In 
1950, the use of all corn sweeteners Psgroennenncy about 12 percent of total 
sweetener consumption compared with 8 percent in the 1935-89 period. 


Production and quotas by areas 


Since the introduction of the first sugar-marketing quotas under the Jones- 
Costigan Act in 1934 trends in production have differed in the sugar-producing 
areas on which we rely for continental United States supplies. A strong up- 
ward trend has continued in Puerto Rico. A recovery and upward trend con- 
tinued in the mainland cane area until the beginning ‘of World War II. Since 
then production in the mainland cane area has been about constant. Production 
in the domestic beet area has been maintained at a higher level than that existing 
prior to 1934 and reached a record high in 1950, but there have been wide fluctu- 
ations in volume. Hawaiian sugar production was cut back in 1934 and de- 
clined during the war and strike period, but improvement has been evident since 
1946. Cuban production has about doubled the 1934-41 rate. Philippine pro- 
duction was practically stopped as a result of war damage but considerable 
recovery has been made since 1948. Details of production and quotas for the 
areas supplying the United States are shown in figures 20 to 28, 

While increases in sugar quotas have coincided with increased prosperity 
and expansion in the sugar industry, it is not possible to isolate the effects of 
the successive sugar acts from other economic influences. Since 1934 our 
economy as a whole recovered from a great depression and achieved a new high 
in prosperity. Technological developments and increased consumption, due in 
part to a rapidly rising population, have contributed to greater sugar produc- 





Reel ead 


teggteck 


Picea 


te 


iia 








at A IRTP OR. Hu A 








jn 
n 


i 








— 





ape: 








nt REBAR BRA Fine 


EXTENSION OF SUGAR ACT OF 1948 51 


tion. Another important factor has been the presence or absence of alternative 
oportunities for the use of land and labor. Where such competition exists, 
as in the domestic beet area, the level of sugar production is influenced by the 
income from sugar beets compared with the returns from other crops. In such 
cases, insofar as the sugar acts have increased grower incomes, they have 
strengthened the competitive position of sugar beets as a farm crop. But at the 
same time, other agricultural programs promoting increased returns for other 
crops have partly offset the advantages gained by sugar. The sugarcane areas, 
on the other hand, are in a different situation as few, if any, acceptable alterna- 
tives for land and labor exist. In these areas higher returns for sugar will 
stimulate production somewhat, but their chief result is to improve incomes. 


SUGAR- PRODUCTION IN US BEET AREA, PUERTO RICO, AND HAWAII 
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Figure 20.—Sugar production in the United States beet area, Puerto Rico, and Hawaii has 
increased substantially over the past 50 years. The most significant period in its growth 
was the decade between 1929 and 1930. From 1930 through the end of World War II, 
production in Puerto Rico and the beet area did not continue the rate of increase of 
the 1920's; production in Hawaii declined. In 1950 production in the United States 
beet area and Puerto Rico reached record high levels. 
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SUGAR- U.S. MAINLAND CANE PRODUCTION AND ENTRIES INTO CONTINENTAL U.S. 
FROM CUBA AND THE PHILIPPINES 
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U.S. OLPARTMENT OF AGRICULTURE PROOUCTION AND MARKETING AOMINISTRATION 
Fieure 21.—Production in the mainland cane area has been increasing slowly since it 
reached its low point in 1926. Florida, a producer since 1928, now contributes about 
one-fifth of the total. Entries into the United States from Cuba reached their peak in 
1922, before the domestic areas expanded their production ne, to supply the 
major portion of the United States requirements. Entries into the United States from 


dy lippines reached their peak in 19338, the year of smallest entries from Cuba since 
1913. 
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24.—Hawaiian production increased most rapidly between 1924 and 1933, was adjusted downward when quotas were put into effect, and declined 
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By 1949 and 1950 production had about recov ered to the 1941 level. 





during the war period. 
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PUERTO RICAN SUGAR, MARKETING QUOTAS AND PRODUCTION 
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23, except for the war years, and set new records in 


Despite crop restrictions, production has exceeded marketing quotas plus local consumption in most years during which quotas have 


5.—Puerto Rican production has been following a pronounced upward trend since 19 
been in effect for the full year, 


1949 and 1950. 
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Production is now recovering 
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Between 1934 and 1941, production dropped sharply and settled at a lower level, due 
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Fiaure 26.—Philippine production reached a peak in 1934. 
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SUGAR FOR DIRECT CONSUMPTION: ENTRIES INTO CONTINENTAL U.S. 
FROM CUBA AND PUERTO RICO 
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Ficure 28.—Imports of refined sugar from Cuba rose from practically nothing in 1925 to 
nearly one-half million tons in 1932. Imports of refined sugar also rose materially from 
Puerto Rico during the depression. These increases resulted in the restrictions on 
imports of direct consumption sugar, 


During the World War II period, the quota provisions of the Sugar Act were 
suspended. Abnormal conditions affected production variously in the different 
sugar areas. Shortages of labor and fertilizer and the need for other crops 
for a time reversed the upward trend in the domestic-beet area. In Puerto Rico 
severe droughts as well as the fertilizer shortage resulted in small crops. In 
Hawaii, the loss of much cropland to the Armed Forces accelerated the decline 
resulting from shortages of labor and fertilizers. It was the wartime labor 
shortage which caused Hawaii to mechanize as fully as possible. Production 
in the Philippines ceased almost entirely during the Japanese occupation, while 
production in Cuba (after the shipping difficulties of the early war years were 
alleviated) increased gradually to reach an all-time high in 1947 and 1948 in 
response to heavy world demand. 


Adjustments, 1934-86 


The consumption estimates established by the Secretary of Agriculture for 
1934 and 1935 (and originally for 1986) were about the same as the annual quan- 
tity of sugar delivered for consumption in 1980-33. The size of the consumption 
estimate had peculiar significance for Puerto Rico and the Philippines. The 
quotas for the insular areas (including Cuba) had been established on the basis 
of their deliveries during representative years (1931, 1932, and 1933 for all but 
Hawaii, for which the years were 1930, 1931, and 1982). The 1933-34 crops in 
Puerto Rico and the Philippines, however, reached new highs. Since they could 
not be marketed under the 1934 quotas, stocks at the beginning of 1935 were 
250,000 tons in Puerto Rico and 451,000 tons in the Philippines. In order to 
absorb these depressing surpluses, production in these two areas was resfricted 
below marketing quotas for the crops of 1934-35 and 1935-36. In other areas, 
while production was restricted, cut-backs below the quotas were not considered 
necessary. 

Adjustments under the Sugar Acts of 1937 and 1948 

By the latter part of 1986 sugar prices in the United States had recovered, 
and the market was again expanding. This expansion gave the various suy ply 
areas new opportunities for increasing production, this time within a quota 
system which provided a stabilized market. Naturally, developments have not 
been identical in all areas supplying the United States since the passage of the 
Sugar Act of 1937 as the different areas are subject to widely different geographic 
and economic conditions. 

There is not necessarily a causal relationship between production and mar- 
keting quotas, at least on a year-to-year basis. Over a long period production 
and marketings tend to be equalized. Therefore the general level of production 
is influenced by the levels of the quotas. Prior to the Sugar Act of 1948, how- 
ever, the differences between marketing quotas and production in any one year 
could be comparatively wide as the size of the crops was pretty well determined 
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before the calendar year quotas were announced. Since 1948, with statutory 
quotas for domestic areas specified in the act, there is a definite indication of 
the size of quota. 


United States domestic-beet area 


It is difficult to trace any clear trend to beet- sugar production over the past 
15 years. Harvested acreage has fluctuated widely as a result of drought (in the 
midthirties), shortage of labor, and Government programs and competition from 
other crops. Yields per acre, however, have steadily increased. A higher pro- 
portion of the total acreage is now concentrated in the high-yield areas of the 
Western States and improvements have been made in seed and production 
practices and in disease and pest control. Production in 1950 set a new record 
and exceeded the statutory quota of 1.8 million short tons. 

Because of the sensitivity of the sugar-beet industry to weather and returns 
on competing crops, deficits in meeting beet quotas occurred in 1936 and 1937 and 
again in 1948 and 1949. On the other hand, beet acreage in 1939 was limited and 
in 1941 a restriction of 16 percent below the 1940 acreage was made effective. 
(See fig. 22.) 

Mainland cane 


In the 1930’s production of mainland cane sugar increased rapidly, partly as 
a result of the opening of the new sugar areas in Florida, and partly because of 
increases in harvested acreage and yields in Louisiana. The improvement in 
Louisiana cane came about largely through the introduction of new, disease- 
resistant varieties. After 1938 production leveled off and the total for the two 
areas since then has averaged slightly below the present statutory quota of 
500,000 tons, though the statutory quota was exceeded by record crops both in 
1949 and 1950. Output in Louisiana fluctuates considerably more than in Florida, 
as Louisiana with its short growing season is much more susceptible to weather. 

The output increased rapidly between 1933 and 1938 and acreage restrictions 
were applied to four crops, 1938 through 1941. Because of high yields in 19388 
and 1939, production exceeded the contemplated levels, while the freeze in 1940 
reduced production for 1940 and 1941 below the anticipated tonnage. (See 
fig. 23.) 
Hawaii 


Hawaiian sugar production between 1930 and 1940 was relatively stable 
although a slight downward movement is discernible after 1983. During the war 
years, the decline was greatly accelerated, and reached a low point in 1946 as 
a result of the strike of the sugar workers. Since 1946 an upward trend again 
has been established. 

In 1934, under the Jones-Costigan Act, a 3-year program was introduced with 
the purpose of stabilizing production at about 975,000 tons annually, a reduc- 
tion of 7 percent from the average for 1931-33. Accordingly 24,000 acres of 
plantation sugarcane land were taken out of production. 

In 1936, 1937, and 1938, Hawaii's share of the United States mainland market, 
plus local consumption, would have supported a production somewhat above 
975,000 tons. Since a Hawaiian crop grows from 18 to 24 months, it is difficult to 
increase Hawaii’s production in a short time. Partly for this reason Hawaii 
did not respond to the higher quotas of the late 1930’s. Also the decline in 
sugar prices which began in 1937, the same year that mechanical harvesting 
was introduced in the islands, led growers to discontinue cane production on 
land unsuited to mechanized harvesting. 

During the period 1940-48 acreage in cane decreased by a further 12 percent. 
This was partly due to the fact that the Armed Forces took over many acres 
of cropland along the coastal areas and partly due to labor shortage during the 
war. Since then some of the land taken over by the Armed Forces has been 
returned to private control. A number of plantations are bringing back land 
previously abandoned as unfit for mechanized production. (See fig. 24.) 


Puerto Rico 


In 1949 and 1950 Puerto Rico’s sugar production maintained a record high 
just short of 1.3 million short tons, or about 275,000 tons more than was required 
to meet her statutory mainland quota and local consumption. Had Puerto Rico 
not received reallocations of deficits from other areas, and sold some sugar 
on the world market, substantial surpluses would have been carried over into 
1950 and 1951. 
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Puerto Rico’s production has consistently been close to or in excess of its 
marketing quotas since the Jones-Costigan Act became effective. The last two 
crops of close to 1.3 million tons resulted from large acreages plus exceptionally 
good weather conditions. 

Puerto Rico’s sugar production is greatly affected by the weather. Puerto 
Rican production is concentrated in a relatively small area; and droughts 
(especially on the south coast) and hurricanes in some years, and exceptionally 
fine growing weather in other years, result in wide variations in output. (See 
fig. 25.) 

The Philippines 

In 1934 the Philippine Independence Act limited the amount of Philippine 
sugar which might enter the United States duty-free to about 952,000 short 
tons, commercial weight. This is equal to 982,000 short tons, raw value. Any 
quantities above that were subject to full-duty rates. Entries of Philippine 
sugar from 1935 through 1940 corresponded very closely to the duty-free limita- 
tion. While Sugar Act quotas originally assigned to the Philippines under the 
Jones-Costigan Act and the Sugar Act of 1937 tended to be larger than the 
Independence Act limitation, it was not profitable to ship the full-duty portion, 
and deficits were usually declared which brought the adjusted Sugar Act quota 
in line with the terms of the Independence Act. Since the Philippines commonly 
shipped all their sugar exports to the United States, production leveled off 
after the restriction under the Jones-Costigan Act in 1935 at a quantity sufficient 
to meet the duty-free quota plus local consumption. 

World War II devastated the Philippine sugar industry and delayed Philippine 
independence. The Philippine Trade Act of 1946 carried sugar terms similar to 
the Independence Act, and the quota provided in the Trade Act was incorporated 
into the Sugar Act of 1948. This quantity may enter the United States duty-free 
each year until July 4, 1954, when it becomes subject to 5 percent of the full-duty 
rate. The duty rate is to become progressively higher over the succeeding 20 
years, reaching 100 percent as of January 1, 1973. (See fig. 26.) 


Cuba 


Under the Jones-Costigan Act and the Sugar Acts of 1937 and 1948, Cuba's 
share in the United States market has been protected by the quota provisions. 
The 1948 act, however, is more advantageous to Cuba than its predecessors. The 
fixed quotas for domestic areas naturally give the advantage of increased United 
States consumption essentially to Cuba. As an additional protection the act 
provides that in any case the Cuban quota shall not be less than that which would 
have been established under the provisions of the Sugar Act of 1937. In the 
proration of deficits the current Sugar Act is also more favorable to Cuba than 
the act of 1937. Under the old act, any Philippine deficit was prorated exclu- 
sively to foreign countries other than Cuba; now Cuba receives 95 percent of 
any Philippine deficit. 

Under the Sugar Act of 1948, Cuba’s basic quota has ranged between 1.9 and 
3.4 million tons. (See fig. 27.) Additional quota has accrued to Cuba as a 
result of deficits declared for the Philippines and domestic areas, and the United 
States has made several large purchases of sugar from Cuba for use in occupied 
areas overseas. Huge additional quantities have been purchased by foreign 
countries as a result of funds provided by the United States Government specifi- 
cally for that purpose, or with foreign funds freed for the purchase of sugar as 
a result of assistance being given by the United States Government for the 
purchase of other requirements. 


The trend of protection 


Since the enactment of the Jones-Costigan Act the protection given to the 
United States sugar industry has been reduced, and its nature modified. In fact, 
during most of the year following the outbreak of fighting in Korea prices in 
the United States have been below a parity with those in the world market. The 
general situation is illustrated by figure 29. Since 1934, some of the benefits of 
the protective system have also been extended to the foreign producers, princi- 
pally Cuba, marketing sugar in the United States. 

Prior to 1934, the tariff constituted the only protection given the industry. 
Its inadequacy to cope with depression conditions, and the United States Tariff 
Commission’s recommendations that it be supplemented by limitations on sugar 
marketings, have been set forth above. At the time the Jones-Costigan Act 
was passed, the Congress acted upon this recommendation. Since then the 
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tariff system has supplemented the protection afforded by the quota system 
on payments made directly to domestic growers of sugarcane and sugar 


When the tariff assumed a roll of secondary importance, it was possible to 
reduce duty rates without jeopardizing the position of the United States sugar 
industry. The first reduction from the high rates established under the Tariff 
Act of 1930 coincided with the establishment of marketing quotas and a proces- 
on pga the proceeds of which were to be used for conditional Sugar Act pay- 
ments. 

The first major reduction in the tariff on Cuban sugar, from 2.0 to 1.5 cents 
effective June 8, 1984, accorded with the recommendation of the United States 
Tariff Commisssion under the “flexible” tariff provisions of the act of 1921. 
These provided that duty rates should not exceed the difference in production 
costs between the United States and its principal competitors. 

Subsequent reductions in the tariff rates on sugar have been made under the 
Reciprocal Trade Agreements Act of 1934, which authorized the President to 
reduce tariff on many commodities up to a maximum of 50 percent of the 
rates prevailing at the time of its enactment. International negotiations under 
the General Agreement on Tariffs and Trade, in the 1948-51, have resulted in rates 
on sugar from Cuba and the “full-duty” countries being reduced by almost 
the maximum amounts permissible. The present Cuban rate is 0.5 cents per 
pound of sugar, raw value. The corresponding full duty rate is 0.625 cents. 

The protection given by the quota system to United States and foreign pro- 
ducers marketing sugar in the United States can be measured by the differ- 
ential between the prices at which raw sugar is sold in Cuba for shipment under 
quota to the United States and the price Cuban sellers obtain for sugar sold to 
other countries. This differential (the “quota premium”) in the United States 
comes about through the limitation of total marketings of sugar to the quantities 
which can be sold consistent with a fair price to producers and consumers. 

The quota premium on sugar sold in the United States increased from the 
initiation of the quota system until it reached a high point of 1.7 cents per 
pound in 1936. For the next 3 years it was reduced, and then remained rela- 
tively stable at less than 1 cent until quotas were suspended in 1942. The fluc- 
tuations in the quota premium, it should be pointed out, are due more to changes 
in the world price than to changes in the United States price, which since 1934 
has been relatively stable. 

Although the quota premium under the Sugar Act of 1948 has averaged less 
than it did in the prewar period, in 1948 it amounted to about one-half cent 
and in 1949 it was close to 1 cent per pound. For the first half of 1950 the 
quota premium averaged around one-half cent, but since the outbreak of 
hostilities in Korea the premium has been largely negative, thus serving as a 
protection to United States consumers as the world price of sugar spiraled 
upward while the United States price remained relatively stable. Figure 30 
shows quota premiums and discounts, by months, since January 1950. 

The use of the quota system to keep domestic prices below the world level is a 
new development. In the latter part of June 1950 the Cuban price of sugar for 
export to world markets was 2.30 cents per pound above the Cuban price of sugar 
for sale under quota to the United States. 

Except for a short period in January and February the world sugar price 
has shown a strong or inflationary tendency throughout the first half of 1951. 
Large purchases of new crop sugar were made by European countries in Decem- 
ber and January when supplies of actual sugar were practically exhausted. 
This had a bullish effect on the market. Beginning again in late February 
foreign countries have continued to make large purchases at steadily increasing 
prices. Such buying has had the inevitable inflationary effect on the world 
market. By June 21 the world price of sugar f. a. s. Cuba reached 8.05 cents 
per pound. 

The quota system, supplemented by expert controls, has protected the domestic 
market against most of the recent inflationary tendencies of the world market. 
Cuba, the Philippines, and the maior full-duty countries supplying this market 
show their willingness to fill their quotas for the United States, despite the 
temporarily higher prices prevailing in the world market. To check inflationary 
tendencies in our prices for sugar and to prevent the loss of necessary supplies, 
it became necessary to make tighter use of the export controls authorized by 
the Export Control Act of 1949. Although domestic sugar prices have risen, 
they are well below world prices. On June 21 the duty paid New York spot 
price was 6.75 cents per pound, equivalent to about 5.75 cents f. a. s. Cuba. 











e 


oe oe | SEY 


REE he PC SY 


La ethdiNt se 


RRP ONES SEAS Dale i MSS Te: 


Fi 
4 
ES 
3 
: 
* 
b 








em 


to 
yar 
riff 
'eS- 
ay- 


nts 
tes 
21. 
ion 


the 

to 
the 
der 
tes 
ost 
per 
nts. 
ro- 
fer- 
der 
| to 
ites 
ties 


the 
per 
ela- 
luc- 
izes 


934 


less 
ent 
the 

of 
sa 
led 

30 


isa 
for 
gar 


rice 
951. 
em- 
ted. 
ary 
sing 
orld 
ents 


stie 
ket. 
‘ket 
the 
lary 
lies, 
| by 
sen, 
spot 





2a BOE Ni fot ARG ARB id Ra aa lei on SS 


sie RT NOS LEP RAED a 


Petre 


ORES DN ENTS PEAS Ble idle WEE Sy 


Sy aed ie 






EXTENSION OF SUGAR ACT OF 1948 63 


PROTECTION GIVEN 


a DOMESTIC SUGAR INDUSTRY 
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U.S. DEPARTMENT OF AGRICULTURE PRODUCTION AND MARKETING ADMINISTRATION 


Ficure 29.—The tariff on sugar has been progressively reduced since the Jones-Costigan 
Sugar Act went into effect in 1934. The quotas were most effective in supporting 
domestic prices in the pre-war period. Sugar Act payments average about 65 cents 
and the excise tax is 53%4 cents per 100 pounds, refined value. Tax revenues exceed 
payments, since the latter are made only on domestic sugar. 
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RAW SUGAR QUOTA PREMIUMS AND DISCOUNTS 


WEEKLY COMPARISON, FAS. CUBA PRICES OF RAW SUGAR FOR 
SHIPMENT TO U.S. AND WORLD MARKETS 

CENTS 
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Ficure 30.—Ever since the outbreak of hostilities in Korea, with the exception of two 
short periods, Cuba has supplied sugar to the United States at prices well below those 
which it received for the balance of its crop. The quota provisions of the Sugar Act 
have had a stabilizing effect on United States sugar prices. 
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The hoarding movement which developed in the summer of 1950 following the 
outbreak of hostilities in Korea demonstrated the risks household consumers 
and industrial users face in permitting their sugar stocks to become too depleted 
in periods of uncertainty. During the early months of 1950 consumers had 
permitted their stocks to run so low that they were critically in need of supplies 
during the period of peak summer demand. The hoarding movement merely 
added to the heavy buying that would have been necessary in any event under 
such conditions. 

Domestic household consumers and industrial users again let their supplies run 
down in March and April of 1951. Although this caused raw sugar prices to 
decline temporarily, it involved a possible danger during the summer months 
of peak demand. Fortunately, distribution rose sharply during May. There- 
fore, a significant part of the additional requirements for the summer months 
has been met. (See fig. 32. 

Because of the time involved in importing sugar, refining it, and passing it 
through the channels of distribution to ultimate consumers and industrial users, 
there is always a danger that temporary shortages may develop when purchases 
are made sporadically. Regardless of the safeguards that may be established 
through quotas and other Governmental actions to protect the interests of 
consumers by making adequate supplies available for this country, it will remain 
necessary for household consumers and industrial users to protect their own 
interests by maintaining normal stocks and buying in an orderly manner. 


INTERNATIONAL EFFORTS 


The world’s production and trade in sugar have long been subject to unstable 
conditions which have resulted not only in prolonged depressions but also in 
threatened depression in the sugar industry even in time of general prosperity. 
These conditions have been created largely by the nationalistic policies mentioned 
briefly above. 

Over the years many attempts have been made to stabilize the world’s sugar 
economy by international agreements. At present, the International Sugar 
Agreement of 1937 is still nominally in effect, though its export-quota pro- 
visions have been suspended since early in World War II. The members of the 
International Sugar Council, established to administer the agreement of 1937, 
have recently been considering whether a new agreement should be adopted, 
and several proposed drafts have been circulated. ‘ 

At the meeting of the council in June and July 1950, the United States dele- 
gation expressed itself in favor of a new agreement to stabilize the world 
market, and made it clear that its objective should be to make adequate supplies 
of sugar available at all times, at prices equitable both to producers and con- 
sumers. Besides being consistent with the general United States policy of the 
encouraging world trade, a stabilized work market is of interest to the United 
State to the extent that it increases the stability of our domestic sugar-producing 
areas and of the exporting countries upon which we depend for a large part 
of our supplies. The United States delegation agreed with the general position 
taken at the Council meeting, that, should depressing surpluses arise, the 
regulation of production and exports from exporting areas would be necessary. 
But it emphasized that any real increase in stability in the world market must 
ultimately come about through expanded world consumption and imports of 
sugar. The United States delegation urged the reduction of sugar prices paid 
by consumers in many countries to a level more consistent, with world prices, 
the elimination of barriers to international trade in sugar, and some limita- 
tion on expansion of sugar production in highly protected areas. 

As the outbreak of hostilities in Korea has brought new prosperity to the 
world sugar market, little progress toward a new argreement has been made 
in recent months. 

To date, the most important international agreement affecting sugar have 
been the Brussels Convention of 1902, the Chadbourne agreement (1931), and 
the international agreement of 1937. 

The Brussels Convention was the first successful attempt to prevent exports 
of subsidized sugar, and to reduce taxes imposed on imported sugar. Conditions 
prior to this convention were such that drastic action was necessary. Beet- 
sugar production had expanded rapidly in Europe during the nineteenth century 
as it was protected by the high duties originally established on imports of cane 
sugar, particularly in refined form. Gradually beet sugar began to be exported in 
considerable volume, as draw-backs (originally intended to offset the import duty 
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SUGAR DISTRIBUTION BY MONTHS 
JANUARY 1948 TO MAY I95I 





1,200 


1,100 


; 1,000 


900 


st waieaee 


800 


700 


1,000 SHORT TONS, RAW VALUE 














500 r—- 
4 
400 — 
; ! ’ | | | | | j 
300 | | | | 
JAN. FEB. MAR. APR. MAY JUNE JULY AUG. SEPT. OCT. NOV. DEC. 
US DEPGRTIMVENT OF AGRICULTURE ‘ PRODUCTION AND MARKETING ADMINISTRATION 
Ficure 32.—Following the outbreak of hostilities in Korea, many buyers purchased sugar 
in excess of their normal seasonal needs. During March and April 1951 stocks in the 
4 hands of consumers were reduced. However, they were replenished again from heavy 


buying in May. 


on cane sugar) were paid on all refined sugar exports. When applied to beet 
sugar produced in the exporting country, such export draw-backs were actually 
export subsidies. Another source of subsidy encouraging beet-sugar production 
was the excise tax, which was based on the estimated percentage of recoverable 
sugar. Although improved cultivation and processing methods markedly in- 
creased sugar yields, the tax computation remained unchanged. Thus, beet- 
sugar manufacturers in such countries paid tax on an understated production, 
but when exporting sugar were entitled to draw-backs on the quantities actually 
exported. As a result of these subsidies, bounty-fed beet sugar flooded the world 
market and also was a cause of great concern to the national treasuries of the 
beet-sugar exporting countries. 

As early as 1864 Great Britain, France, Holland, and Belgium entered into a 
q 10-year agreement to suppress the indirect and direct bounties on beet sugar. 
; The agreement, which provided that the draw-back on refined sugar exports 
should not exceed the tax originally paid on the manufacture or importation of 
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the equivalent raw sugar, continued until 1875 but was largely ineffective. The 
Dutch color standard was used to relate raw and refined sugar; and the inexacti- 
tude of this method plus the lack of control over processors and refiners defeated 
the purpose of the agreement. 

During the period of the convention, conferences were held at The Hague, 
London, Paris, Brussels, and again at Paris with the intent of correcting the 
defects. Substitution of the saccharimeter test for the Dutch color standard and 
the manufacture and refining of sugar in bond were discussed but never agreed 
upon by all parties at any one time. Meanwhile, England, pursuing its free-trade 
policy, removed duties on all sugar, including bounty-fed sugars from Austria. 

Attempts were made to call further conferences in the early 1880’s after the 
expiration of the convention but failed because of England’s refusal to levy 
countervailing duties against sugars exported under bounty from nonsignatory 
nations. Finally in 1887 a conference met in London which included in addition 
to the powers which signed the 1864 convention, Germany, Austria, Italy, Spain, 
Russia, Denmark, and Sweden. France and Austria refused to ratify the agree- 
ment and no further attempts at international conventions were made for 10 
years. 

A meeting was held in Brussels in 1898 but no agreement resulted. 


The Brussels Convention 


On December 17, 1901, a conference initiated by Great Britain but attended 
by representatives of Germany, Austria-Hungary, Belgium, Spain, France, Italy, 
Holland, Sweden, and Norway convened in Brussels. A convention drawn up 
at this conference was ratified by Belgium, Germany, France, the Netherlands, 
Great Britain, Austria-Hungary, and Italy prior to March 5, 1902, and since 
the ratification of Spain, Norway, and Sweden as nonexporting countries was not 
necessary, the convention became binding on the ratifying powers. 

The avowed intention of the convention was the desire to equalize conditions 
of competition between beet and cane sugar exported from the various countries 
and to promote the consumption of sugar. Believing that this twofold aim could 
be obtained only through the abolition of bounties and by limitation of the sur- 
taxes, the contracting parties undertook to suppress, from the effective date of 
the convention, the direct and indirect bounties by which producers or exporters 
of sugar might benefit and to refrain from establishing bountries of this kind 
during the whole duration of the convention. By definition bounties were: 

(a) Direct bounties granted on exportation. 

(b) Direct bounties granted on production. 

(c) Total or partial exemption from taxation granted for a part of the 
manufactured output. 

(d) Advantages derived from excess of yield. 

(e) Advantages derived from the exaggeration of the draw-back. 

(f) Advantages derived from any surtax in excess of 6 francs per 100 
kilograms of refined sugar or 5 francs 50 centimes per 100 kilograms of other 
sugar. Surtax was defined as the difference between the rates of duty or 
tayation to which foreign sugars were subject and that imposed on the home 
product. 

The contracting parties further agreed either to refuse entry or to impose 
special duties on imports of sugar from countries that granted bounties either 
on production or export: the special duty to be not less than the amount of 
bounties, direct or indirect, granted in the country of origin. Great Britain and 
the Netherlands agreed that no bounty, direct or indirect, would be granted to 
the sugars of their colonies and that no preference would be granted in the 
mother countries to colonial sugar as against sugars from any of the contracting 
countries. 

The signatory powers agreed to admit, at the lowest rate of import duty, sugar 
of any of the contracting countries and further agreed not to subject cane and beet 
sugar to different rates of duty. A permanent commission was established for the 
purpose of watching the administration of the provisions of this convention and 
transmitting reports to member governments which could, if the need arose, con- 
voke a conference to consider and take such decisions or measures as circum- 
stances might warrant. 

Provision was made for the admittance of nonsignatory states which might de- 
sire to adhere to the convention. The convention became effective September 1, 
1908, for a period of 5 years with provision for continuing thereafter on a year- 
to-year basis. Actually the convention was renewed several times for periods 
longer than a year, the last time in 1912 for a period to 1918 but became ineffective 
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with the outbreak of the World War in 1914. Great Britain, which under the con- 
vention had followed the course of refusing entry to sugar from bounty-fed areas, 
discontinued the exclusion of such sugar after 1907 when after a general election 
the government changed. However, since this sugar could not be reshipped in 
refined form into countries which adhered to the convention and the convention 
had already been so beneficial in other signatory countries, Great Britain was 
continued as a modified participant and the defection did not seriously impair the 
agreement. Russia, not one of the original signatories to the convention, was 
admitted in'1908 under the restriction that she would not send more than 200,000 
tons of sugar a year into Huropean markets, 

Relieved of the heavy burden of subsidizing exports, several of the continental 
beet-producing nations lowered the tax on home sugar consumption, which then 
expanded so markedly that much of the pressure on the part of producers for ex- 
port subsidies disappeared. No longer fearful of the competitive effects of ever- 
changing and ever-mounting subsidies on beet sugar, capital returned to the 
sugarcane industry. 

By the outbreak of World War I the Brussels Convention had lost some of 
its effectiveness because of various exceptions made to it. During the war, the 
world’s sugar economy was largely disrupted, and after the war Europe's beet- 
sugar economy was gradually restored behind protective barriers. 

The full implications of expanded production in the face of trade restrictions 
did not become evident until 1925, when surpluses began to accumulate. By 1927 
Europe's beet-sugar production had been largely restored, and the principal ex- 
porting countries—Czechoslovakia, Poland, and Germany—were asked by Cuba 
to limit their exports and stimulate domestic consumption. This they were pre- 
pared to do in exchange for Cuba’s continuing to limit her crop. But when Java 
declined to commit herself to similar restrictions, the plan was abandoned as 
impractical. Discussions were renewed in 1929, but Java’s unwillingness to co- 
operate still forestalled action. 

Java’s negative attitude toward crop restriction and international coopera- 
tion at this time may be explained by the fact that her industry had not yet 
suffered the protracted depression that Cuba had endured, Java considered 
her market difficulties in the Far East as temporary. Moreover, wage rates 
in Java were very low and the higher yields which followed the introduction 
of improved cane varieties lowered production costs sufliciently to cushion some- 
what the effects of low world prices. 

By 1931, however, Java could no longer afford to remain aloof from some 
form of international control designed to strengthen prices and expand markets. 
The world price of sugar was by then barely above 1 cent a pound, and Java's 
markets were being progressively restricted. Japanese production was expand- 
ing, and, beginning in 1930 and 1931, British India’s new protectionist policy 
sharply reduced her market in that country. Java therefore agreed to the terms 
of the Chadbourne agreement, which in 1931 was entered into by countries rep- 
resenting nearly half of the world’s sugar production and 90 percent of the sugar 
entering world trade.’ 


The Chadbourne agreement, 1931 


Under the terms of the Chadbourne agreement, the signatories agreed to limit 
their exports to specific annual quotas, to separate their excess stocks from their 
normal supplies, and to eliminate their surpluses. Provision was made for in- 
creasing the export quotas if and when the price of sugar f. o b. Cuba reached 
2 cents a pound and maintained that level for 30 days. This contingency, how- 
ever, never arose, since export quotas had been set too high in comparison with 
requirements from the world market. 

The Chadbourne agreement did not solve the sugar problem, although surplus 
stocks in the signatory countries were sharply reduced between 1931 and 1935. 
While member nations reduced their production 40 percent, the nonmember 
nations, which included the major consuming areas of the world, increased theirs 
by 15 percent. The agreement was terminated in 1935. 


The international sugar agreement of 1937 

By 1937 the world sugar market was still depressed, but national policies in 
the United States and United Kingdom had clarified sufficiently to permit them 
to participate in an international sugar agreement. The Governments of both 
countries had finally come to the realization that sugar production could not 


1The seven original signatures were Cuba, Java, Germanv, Czechoslovakia, Belgium, 
Poland, and Hungary. They were later joined by Peru and Yugoslavia. 
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profitably be expanded indefinitely behind tariff barriers, and limitations on 
such expansion had been incorporated in legislation. The United States had 
enacted the Jones-Costigan Act and the Sugar Act of 1937 (due to expire in 
1942). The United Kingdom under the British Sugar Industry (Reorganization) 
Act, 1986, set a ceiling on the volume of subsidized output and was ready to 
apply quotas to sugar entries from her dominions and colonial areas. 

The international agreement of 1987* recognized the importance of participa- 
tion by the major consuming countries as well as by the exporting countries. 

The 21 signatories represented about 85 percent of the world’s sugar con- 
sumption. Importing nations agreed to limit expansion of their domestic in- 
dustries, while exporters agreed to hold their production to levels consistent 
with export quotas and carry-over stocks. While no specific price criteria were 
included, the International Sugar Council was authorized to adjust quotas to 
provide “an adequate supply of sugar on the world market at a reasonable price 


not to exceed the cost of production, including a reasonable profit, of efficient 
producers.” 


In the year following the agreement, world production and consumption came 
into approximate balance; and although with the outbreak of World War II 
all quotas and restrictions on production were removed, the International Sugar 
Council has continued to function in a stand-by capacity to keep abreast of the 


world statistical situation in sugar and to facilitate the negotiation of a new 
sugar agreement. 


The control provisions of the 1937 agreement were in effect for too short a 
period to provide a test of their effectiveness, especially as they were operative 
only during a time when war preparations were stimulating world economic 
activity. 

Mr. Myers. If I may comment on a few of the principal exhibits and 
the import, Mr. Chairman, figure 1 shows the rise of world sugar 
production in the past 100 years, from about 3,000,000 tons to over 
40,000,000 tons. The rise in cane-sugar production from about 2,500,- 
000 tons to over 25,000,000 tons. The rise of beet-sugar production 
from practically zero to close to 15,000,000 tons in the at 

You will recall I am sure that the beet-sugar industry got its start 
under Napoleon. 

I am going to pass over the next two charts. They show the detailed 
increases in the production of cane’sugar and beet sugar. 

In only want to point out the tremendous pressure for extra mar- 
kets that this great increase in world production has given, particu- 
larly during the current century. 

Mr. Horr. Before you leave this last chart, under the line there 
showing the increase in the production of beet sugar, in the period 
from 1945 to 1950, there is a broken line, and covering the period from 
1945 to 1950 there is quite an abrupt increase indicated in the pro- 
duction of beet sugar. 

Where did it take place ? 

Mr. Myers. Congressman Hope, in order that the charts on produc- 
tion might show the woods instead of the trees the figures are the 5- 
year averages through the years 1945-49. The figure for 1950 is for 
the single year 1950, That is why we show it in a broken line in com- 
parison with the previous 5-year averages. 

The increase is shown in detail on figure 3. On figure 3 you will 
observe it shows that throughout the period of the sugar acts our 
domestic beet-sugar production on the whole over the 5-year average 


2 Signed on May 6, 1937, at London. The signatories were: The Union of South Africa, 
the Commonwealth of Australia, Brazil, Belgium, the United Kingdom of Great Britain 
and Northern Ireland, China, the Republic of Cuba, Czechoslovakia, the Dominican Re- 
public, France, Germany, Haiti, Hungary, India, the Netherlands, Peru, Poland, Portugal, 
the Union of Soviet Socialist Republics, the United States of America. 
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periods has been stabilized at about 1,500,000 tons. Annually it has 
varied above and below that figure. 

Last year it happened to be at 2,000,000 tons, one of the high years. 

The other increases are primarily in the European countries which 
are recovering rapidly from their postwar slump. sd, e58 

Mr. Horr. Is that an increase that will, probably, be maintained ; 
do you expect that 1950 level to be maintained, so far as world beet- 
sugar production is concerned ? 

Mr. Myers. The 1950 level probably will be maintained for foreign 
countries. As a matter of fact, reports indicate that some of the 
foreign countries are building additional beet-sugar factories. I read 
a report the other day that Sipe for example, is just construct- 
ing or preparing to construct an additional beet-sugar factory with 
ECA assistance. 

France, I believe, has constructed some additional factories. 

So that world production is, apparently, on the increase. And I 
would know of no reason, barring crop failures, for it to fall ma- 
terially. 

Our domestic production for 1951 will, obviously, be cut because of 
the higher returns that growers can receive from planting other crops, 
as a result of higher grain prices, higher livestock prices, higher cotton 
prices, the latter are particularly important in the southern half of 
California. 

Mr. Horr. Is this increase in world beet sugar production likely to 
have any important effect on world trade in sugar? 

Mr. Myerxs. There is always that danger, and for that reason the 
United States has taken a very active part in the deliberations of the 
International Sugar Council looking toward a revised international 
sugar agreement. The major objective of the United States Govern- 
ment in those negotiations has been to obtain a reduction of world trade 
barriers on sugar, particularly, in European countries, where some 
of them are tremendously high, as the next chart will show. If that 
me be attained increased consumption should offset increased pro- 

uction. 

World sugar production has been increased not only by natural 
growth, but by subsidies in many countries, particularly the beet 
countries. Some countries even have direct and indirect export sub- 
sidies which force supplies into world markets at depressed prices. 
We have, of course, also the very, very low wage rates that have pre- 
vailed in the past in many of the tropical areas. All these forces had 
a tremendous impact on world prices and brought the world sugar 
economy to its knees before the war, even before the depression of the 
1930s. 

Mr. Horven. On figure 3, relating to beet sugar production, you show 
the production of beet sugar in Russia, Poland, Czechoslovakia, Aus- 
tria, and Hungary which are behind the iron curtain. I would like to 
know how reliable those figures are. 

Mr. Myers. They could not be vouched for but they are as reliable 
_ as the Department is able to get. They are prepared by our office of 
_ Foreign Agricultural Relations. While the information, of course, in 
- recent years has been inadequate, still we consider the figures worth 
publication. 

Mr. Horven. The reason I asked the question is that it seems that 
no other department of Government can get any reliable information, 
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and you present here a chart which would seem to be something on 
which, perhaps, this committee would base some of its conclusions. 

Do you think they are quite reliable ? 

Mr. Myers. Yes; we do. The Department does piece together the 
various bits of trade information. Of course, sugar production sta- 
tistics are not in the same category ordinarily as munitions figures and 
that sort of thing. We believe the figures are of comparative value 
even though they are not as reliable as we desire. 

Mr. Anpresen. As I understand it, the bill continues the Sugar 
Act within recent quotas until 1956 and that is 6-years from the 
present time. 

Mr. Myzrs. From the present time, 4 years from the termination 
of the current act. 

Mr, AnpreseN. And during that period increased domestic produc- 
tion of sugar beets and sugarcane will not be expanded ; is that correct ? 

Mr. Myers. Yes, sir. 


Mr. AnpresEN. And for a period of 9 years there will be no change 


in the domestic production of sugar beets and sugarcane? 

Mr. Myers. The production of sugarcane in the mainland cane 
area and Hawaii and the production of beets will not be increased. 
‘There will, of course, be an increase in marketings from Puerto Rico 
and the Virgin Islands, both of which are domestic areas and both 
of which have already expanded production. 

Mr. AnprRESEN. I mean in the United States. 

Mr. Myers. Not on the United States mainland. 

Mr. ANpRESEN. Well, probably, we will have an increase in the 
population of the United States in the next 6 years between 20 and 25 
million people, and maybe more. 

Mr. Myers. I believe that is right. 

Mr. AnpresEN. And in 9 years it may run over 30,000,000 people ? 

Mr. Myers. Yes. 

Mr. AnprEsEN. Which, of course, is quite a potential consuming 
amount of people. 

Mr. Myers. It is. 

Mr. ANnprESEN. But no provision is made to increase domestic pro- 
duction in this country on the mainland. 

I want to know if the Department of Agriculture has considered, in 
drafting this bill, the evolution or revolution that is going on in the 
United States with reference to the production of other commodities. 

You will recall, while it may not be in your department, the trouble 
we have had with potatoes. You will recall that during ordinary 
times we are operating under a strict control program with penalties 
with reference to the production of the basic commodities. 

I am thinking, particularly, of a situation up in the north Midwest 
States where we have raised a tremendous quantity of potatoes and 
where we have excellent land to produce sugar beets. I believe this 
year they are producing 80,000 acres of sugar beets in northwestern 
Minnesota and in the Dakotas. 

We have two excellent sugar plants. 

During normal times we are restricted on wheat production. And 
necessity will force the reduction in potato production. And I am 


sure that the farmers up in that area would like to produce more suger 
beets. 
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Have you figured out what they can produce up there if they can- 
not produce wheat or potatoes or other grains 4 

Mr. Myers. Congressman Andresen, I am personally acquainted 
with the situation of which you speak. I, too, come from Minnesota, 
and I know the Red River Valley quite well. It is true that the Red 
River Valley is expanding its sugar-beet area. It is one of the two 
spots in the country which is most desirous of an expansion. And 
when I commented in my statement about the sugar-beet-growing 
industry wishing a larger quota, I had reference to the people from 
the Red River Valley and to the people from the Columbia Basin who 
think they may want to develop an industry out there. 

The fact remains that in 1951 we will not be using all of our quota 
of 1,800,000 tons, and that there has not been at any time under the 
Sugar Act of 1948 any restriction on production. 

in 1947 our domestic beet production amounted to 1,867,000 tons. 
Our production was cut in 1948 because the farmers turned to other 
crops. 

In 1949 it came back a bit. 

In 1950 we produced our largest crop, 2,000,000 tons of beet sugar. 

In 1951 it will fall back down again. 

It was felt, therefore, by the beet growing industry as a whole that 
they can live during the 4-year proposed extension with their present 
quota. They would oppose an extension beyond 1956 at this time, 
because they do not want to commit themselves for a longer period. 

Mr. AnpreseN. What about the 9-year provision that you men- 
tioned ? 

Mr. Myers. We are now in the fourth of those 9 years. 

Mr. Anpresen. That dates back to 1948? 

Mr. Myers. That is correct. 

Mr. AnpresEN. That would bring it up to 1957 then ? 

Mr. Myers. 1956. 

Mr. ANDRESEN. 1956? 

Mr. Myers. That is right. 

Mr. AnpresEN. So in 1956 all quotas will terminate? 

Mr. Myers. That is right. 

Mr. AnpreseN. What I am leading up to is this, that we have to 
find markets for the things that we produce outside of sugar beets, 
and while it seems to me that this bill is written largely for the benefit 
of Cuba, there should be some reciprocity between our two countries. 
Cuba has been the traditional market for American spring wheat flour, 
and I learned about a year ago that certain interests under special 
inducements from Cuba were building a large flour mill down there 
to mill around 80,000 tons of wheat into flour which, of course, is 
going to reduce the amount of flour that is produced in mills of 
this country, whether they be in the Southwest or the Northwest. 
It will reduce the amount of wheat that we will be able to produce 

in this country, because it is quite apparent that very little of that 
wheat that is ground into flour in Cuba will come from the United 
States. 


Did you take that into consideration in making these outstanding 


. agreements with Cuba to give them the bulk of the benefit of this bill ¢ 


Mr. Myers. Congressman Andresen, before taking up the question 
yvu raise let me comment on your use of the word “agreement.” I 
know you did not intend it as a commitment of the United States. 
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Mr. Anpresen. An understanding, then. 

Mr. Myers. We have no understanding or agreement or commit- 
ments with Cuba or any other country. 

Mr. ANprEsEN. You did say in your statement that Cuba was the 
main beneficiary. 

Mr. Myers. That is right, but I wanted to make it clear that in the 
development of the proposals embodied in this bill it was a considera- 
tion of the United States’ point of view and not a matter of commit- 
ments with foreign countries. I just want it clear so that somebody 
reading the record in the future will understand. 

Let me turn now to your question concerning the milling industry. 
Whether the wheat is milled in Minneapolis or in one of our other 
milling centers or in Cuba, is a point, I must confess that I, at least, 
did not take that point into consideration. The committee, certainly, 
did take into consideration the broader aspects, the fact that Cuba, 
the Dominican Republic, Peru and the other Latin American coun- 
tries that ship us sugar, also buy our farm products, such as wheat 
and also rice. 

There is a very clear relationship. If the Red River Valley were 
to undertake to expand its sugar production at the expense of the 
imports completely, it could not expect to have a market in the foreign 
sugar countries. 

Mr. Anpresen. Of course, if these foreign countries do like they 
are doing in Cuba and also in other countries of the world, building 
plants to manufacture textiles and rayon and flour and many other 
commodities that they have been securing from this country, if that is 
continued, we will not have very much of any foreign market. 

Mr. Myers. There is just one point on that, and I do not want to 
seem to be arguing with you. I just want for point of clarity, to 
bring out one aspect of that, because it is something we face so fre- 
quently. Economic development in the world is good for everybody. 
It brings a higher standard of living and greater demand. We will 
have better export markets if we have a better developed foreign 
country with which we are dealing. 

The total demand of Cuba has increased for our products while our 
demand has been increasing for theirs. ’ 

There is also the converse point. It is sometimes said that the pro- 
posed increase for Puerto Rico or the little increase for full-duty 
countries, is to be taken away from Cuba. It is not. Cuba will have 
a larger market in this country because of our increased consumption. 
These other areas will participate a little bit more in this larger total. 
So the same thing applies to the demand of other areas. As the 
Cuban economy has improved and the economies of Puerto Rico, 
Peru, and the Dominican Republic have improved, those areas have 
become markets for increased quantities of our products. 

Mr. Anpresen. I am thinking in terms of world trade as a whole, 
because I can readily visualize the time, where we are rehabilitating 
all of these countries of the world and building plants and factories 
for them to produce the things that they have been buying from the 
United States, when our export trade may be very small, in fact, it 
may only be the amount that the American taxpayers pay for to ship 
to foreign countries to give away. 

I have here, for instance, a letter from a firm down in Kingfisher, 
Okla., where they advise me—and I will put it in the record—that a 
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flour mill was dismantled there and the machinery was moved to 
Cuba to put in this new mill that is about completed down there. That 
throws a good many men out of work in that area and, probably, not 
such a large number of men, but it vitally affects that community and 
the families employed in that mill. ; 

It seems to me that in formulating all of these foreign-trade policies 
that the Department and the administration should take into consid- 
eration the welfare of the American producers and the American 
workers. 

Mr. Myrrs. In this connection I would like to cite again the figure 
which I cited yesterday, that from 1933 to 1950 we increased the 
amount that we paid Cuba for sugar by nine times, and in those same 
years our exports to Cuba increased 18 times, so that we did get some 
benefit. 

Mr. ANnprREsEN. I hope you will see that she continues to be a good 
customer of the United States. I want to supply them with a market 
for sugar. I am thinking in terms of a peacetime economy for the 
world. In wartime economy we do not have to worry very much 
about it. 

Mr. Myers. Certainly, there is one thing that should be perfectly 
clear and that is there should be reciprocal relationships between what 
this country does for Cuba and what Cuba does for the producers of 
this country. 

Mr. AnpreseEn. It should not all be on one side. It should be reci- 
procity toward the United States, too. 

I ask unanimous consent to put a copy of this letter in the record. 

The Cuatrman. Yes, sir; you may do so without objection. 

(The letter dated November 10, 1950, is as follows :) 

JOSIAH GoopEN & Son, 
Kingfisher, Okla., November 10, 1950. 
Hon. Auveust H. ANDRESEN, 
House of Representatives, Washington, D. C. 


Dear Str: We are in the hardware and implement business in Kingfisher, 
Okla. Here in Kingfisher the Burrus Mill and Elevator have a very modern flour 
mill which*is our largest or rather was our largest payroll. Two years ago 
the Burrus mill shut down the mill because they had not taken care of their 
domestic business and the government quit buying so much export flour. The 
loss of this large payroll, and the money that the mill and employees spent in 
Kingfisher has hurt the whole town. 

I read very carefully a release to newspapers of February 8, 1950, in which 
you told of Jack Burrus dealing with the Cuban Government for milling flour 
in Cuba, and hurting the wheat and flour business in the United States by so 
doing. For your information the good machinery in our local mill (used, but 
excellent equipment) is being reconditioned and made to look like new, and is 
to be shipped to Cuba. This is the report that has come to us from some of the 
mill employees. If there is anything that you or the Federal Government can 
do to stop this unfair action to American labor and farmer, I urge you to do so. 

If there is anything the Chamber of Commerce of Kingfisher can do to keep, 
our mill, we would appreciate your help or suggestions. 

Yours very truly, 
JOSIAH GOODEN & Son, 
F. W. Gooden. 


The CuarrMan. You say you are from Minnesota ? 

Mr. Myers. I was raised in Minnesota. I was born in Iowa. 

The Cuarrman. I thought from some of the statements made by 
Mr. Andresen that all of the people in government were from Mis- 
souri, but I am delighted to see somebody who is from Minnesota. 
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Mr. AnpresEn. I might say that Mr. Myers is one of the best men 
in the Government. 

The CHarrman. I agree with that, too. 

Mr. AnprEsEN. He has presented one of the best statements on any 
commodity that I have ever heard read. 

The Cuatrman. I agree. He made an excellent statement. 

Mr. Horr. Following up what Mr. Andresen said, Mr. Myers, I just 
want to make this observation: I do not know that we people who are 
interested in wheat milling can object too much if the Cubans mill 
their own wheat, since we in this bill and other sugar bills limit the 
amount of direct consumption sugar that comes to this country in re- 
fined form. I do not know that we can argue too much about that. 

But as I understand it, the Cubans—I may be wrong about this, but 
this is my understanding—have taken off the duty on wheat. 

Mr. AnpreseN. That is right. 

Mr. Horr. They have taken the duty off of wheat. Previous to that 
we had a preference on wheat in the Cuban market because we had 
the benefit of the preferential tariff. When they take the tariff off it 
altogether, that takes away whatever preference American wheat pro- 
ducers had in the Cuban market. And the C anadians, because they are 
able to undersell us in world markets, take away that market, so I 
understand. 

It seems to me we, at least, have a legitimate complaint to make if 
that is the policy that is being follow ed by the Government of Cuba. 
And I think possibly that is something that this committee should 
look into. And your agency should look into, too, in connection with 
this question of trade relationships between this country and Cuba. 

Mr. Myers. I am sorry, Congressman Hope, that I have let myself 
get terribly rusty on grain. It has been several years since I have 
worked on the commodity and I do not recall the present situation. 
I have observed that we have had an adequate market recently for 
grain in foreign countries. 

I certainly share your misgivings about the long-time future of our 
export trade unless this international trade situation can be tmproved 
generally. 

Mr. Horr. I am speaking about Cuba particularly because we have 
always had the benefit of this preferential relationship between the 
two countries which would seem to be fading out of the picture, so far 
as the Cubans are concerned, if they are going to follow a policy that 
they seem to be following with respect to wheat. 

Mr. Hit. Mr. Myers, I first want to join with Congressman Andre- 
sen in saying I think this is the most forthright and most explanatory 
explanation—shall I put it that way—of the sugar act that I have ever 
heard since being a Member of the ‘House. 

Mr. Hore. I want to join you and Mr. Andresen in what you say 
with respect to the very fine presentation which has been made by 
Mr. Myers. 

Mr. Hitz. I think it has answered a lot of questions that have both- 
ered a good many of the Members of the House. I want to ask a ques- 
tion, if I may, and it is this: In the working out of the details of the 
sugar-beet and sugarcane legislation, what actual producers of sugar- 

cane and beets have participated and have been consulted in this prepa- 
ration? I think the committee should know about the dirt farmer, 
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as we call him sometimes, who has particpiated and who was consulted. 

Mr. Myers. Congressman Hill, our relationships with the grower 
groups of the various domestic areas is so close that it would not be 
possible for me to give a recounting of all of them. We are in con- 
tinual relationship with growers. We work with individuals. We 
work with the associations. 

The largest grower associations in the beet area are the Mountain 
States Beet Growers’ Association, the California Beet Growers’ Asso- 
ciation, and the Farmers’ and Manufacturers’ Beet Sugars Associa- 
tion in the Eastern States. Then come the individual State associa- 
tions. 

We hold hearings, as required by the act, in each of the areas each 
year. We hold hearings in various points in the beet area. At those 
times we discuss various problems. 

Then our county committees, the State committees, and, finally, the 
central office of PMA here in Washington have continual contacts 
with the grower groups. Therefore we usually get grower ideas and 
objectives while they are aborning, so to speak. In fact, sit down 
and try to work problems out with them. 

Mr. Hitz. And they have been participated in and been consulted 
in working out this legislation and do support in the main, I suppose, 
the contents of the bill? 

Mr. Myers. Yes; that is correct. 

Mr. Hoeven. On page 7 of your statement you refer to section 202—E 
of the Sugar Act of 1948 which, I understand, has been omitted from 
the new bill, H. R. 4521, and you state among other things that this 
section does not appear germane to the administration of the Sugar 
Act. 

I wish you would amplify that statement just a bit. 

Mr. Myers. Since that was a provision that has been particularly 
within the province of the State Department, Mr. Chairman, I wonder 
if it would be advisable to have Mr. Ed Cale, of the State Department, 
answer that particular question. 

The Cuatrman. If he is available. 

Mr. Myers. He is right here. 


STATEMENT OF EDWARD G. CALE, DEPUTY DIRECTOR, OFFICE OF 
MIDDLE AMERICAN AFFAIRS, DEPARTMENT OF STATE 


Mr. Catz. This particular provision, Mr. Chairman, was put into 
the Sugar Act of 1948 and it has been widely misunderstood in foreign 
countries. 

The State Department feels under the circumstances that it is not 
a useful instrument for accomplishing the purposes for which it was 
originally intended. 

Section 202-E does provide that in the event of discrimination 
against United States trade or citizens steps may be taken to reduce 
the participation of foreign countries in the United States sugar 
market. That was very widely misunderstood in Cuba, I think, and 
we have felt that under the circumstances the section would not be 
of assistance in helping us to get an adjustment of the problems of 
this character that come up in our relations with these countries. 

Mr. Horven. I think the committee should know, and I want to 
state I take no particular position either for or against this section 
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of the bill which is omitted, but I do recall that when we passed the 
Sugar Act of 1948 this amendment had wide support in the Congress, 
and, as I recall it, the base for it was that there were some commercial 
claims with certain foreign countries that had not been adjudicated 
and it seemed it was impossible to get them to adjudicate them prop- 
erly, and that is why the provison was put into the bill; is that not a 
fact ? 

Mr. Carr. That was one of the purposes in putting it into the bill 
which became the Sugar Act of 1948. 

Mr. Horven. Can you tell this committee whether or not those claims 
have been adjudicated ? 

Mr. Carr. No, sir; they have not been paid. And I would not wish 
the statement that I made with respect to the Department’s agree- 
ment or desire to have this provision taken out of the Sugar Act to be 
taken as any indication that we feel that those claims should not be 
paid. The fact is, though, that the provision has not, in our opinion, 
been helpful in getting the claims paid. 

Mr. Horven. My only purpose in bringing it to the attention of the 
committee is that they might have your reasons for omitting this 
section from the bill. 

Mr. Poace. Will you explain just how this section has been misin- 
terpreted abroad. It seems very clear to me. I just wondered what 
interpretation anybody else put on it other than what the Congress 
said, 

Mr. Catz. This provision, as I understand it, Congressman Poage, 
was one that the State Department took the initiative in having put 
in the bill which became the Sugar Act of 1948. At least, that is my 
understanding. 

When it was put into that bill it was attacked in Cuba, especially, 
as an indication of an attempt on the part of a strong, powerful coun- 
try to force its will on a smaller country. I think the term “economic 
aggression” was used in that connection. And at about that time 
Secretary Marshall, as I recall, indicated in a letter that it was not 
the intention of the Department that this should be a substitute for 
the normal channels for handling matters of this kind. 

I must say that the Department is embarrassed and has been em- 
barrassed over a long period of time, because these outstanding claims 
have not been paid. 

Mr. Hoeven. Will you yield just there? 

Mr. Poagr. Yes. 

Mr. Hoeven. Does not the Department believe that the United 
States has some obligation to protect its own nationals in this sort of a 
situation ? 

Mr. Catz. Yes, sir; it certainly does. 

Mr. Hoeven. I cannot see any particular reason for eliminating 
that section from the bill. 

Mr. Poace. Do you not think that Congress intended that you 
should go ahead and use this as a means of actually effecting agree- 
ments; was that not what it was put in for? 

Mr. Carex. I suspect that Congress did intend that it should be used 
in that way. 

Mr. Poace. And you suggest that there was a misunderstanding, 
but then you say that these people interpreted this to mean economic 
pressure; what else did we mean—that is what I meant—what did you 
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think we put it in there for if it was not to put pressure on these 
people? 

Mr. Catz. Would you have suggested, if I might ask a question, that 
at any time we cut down the quota of a particular foreign country ? 

Mr. Poacr. Yes, sir; exactly. That is ex xactly what Iw ould suggest. 
I would cut them clear off. We have given them a trade that is advan- 
tageous to them and to us. The kind of trade that I think the world 
ought to make. The kind of trade I think people ought to make be- 
tween themselves, one where it is advantageous to both people. We 
say, “I have got a cow I want to sell; be glad to sell it to you, if you 
want her, but now I want to lease this pasture over here. if I cannot 
tie the two together I do not propose to trade with you.’ 

Now that is what Congress said. We said, “If you want to deal 
with us on our terms, here they are. We will gladly buy your sugar. 
We will give you certain guaranties that will make you a@ prosperous 
country.” And we certainly have made Cuba a prosperous country. 
“We will give you an advantageous trade. We hope it is good for us, 
too, but there are some debts here that you owe. We want them paid 
as a part of this deal.” 

We tied it all together, or thought we did. And you now come and 
tell us that the other countries misunderstood, and they understood 
that Congress intended to do just exactly what Congress intended to 
do. Certainly, we wanted them to understand that. I want them 
to understand it now. If they do not want to trade with us, they do 
not have to. If they do not want to sell us their sugar it is not a 
matter of us imposing our will on anybody. They do not have to 
sell it tous. They do not have to agree with us. And if they do not 
agree with us and if they think that the terms that we ask are too hard, 
then they can go out and sell it to anybody else, and we will not inter- 
fere. 

Mr. Cate. As just a plain country boy from North Carolina I be- 
lieve in meeting obligations. I try to meet mine. I think in interna- 
tional relations they should be met. I believe that foreign govern- 
ments will in time learn that it is to their advantage to do that. 

Mr. Poacr. Let us make it to their advantage to trade with us, and 
let us make it to their disadvantage if they do not pay their debts. 
That is the only way people learn things. 

I want to get it clear here, does the State Department understand 
that Congress did not mean anything by this provision? 

Mr. Cate. No; the State Department, Congressman Poage, does not, 
of course, administer the provisions of the Sugar Act. 

Mr. Poace. Then who? You said that these people misunderstood 
because they understood that Congress meant to apply pressure. I 
want to know, do you understand that Congress did not mean to apply 
pressure ? 

Mr. Car. No. 

“Mr. Poacr. Then what was the misunderstanding on the part of 
the Cubans; how did they misunderstand us? 

The CuatrMan. Did you say there was a misunderstanding or mis- 
interpretation ? 

Mr. Poace. He said misunderstanding. 

Mr. Care. I perhaps said misunderstanding, Mr. Chairman, as Con- 
gressman Poage has indicated. 
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Mr. Poage. I do not see that anybody misunderstood except panier 
the State Department. I think the Cubans understood it full well. 
Possibly the State Department has led them to believe that Congress 
did not mean what it said, but I meant what was said when it was 
passed and I still mean it. 

Mr. Cate. The State Department has not intended to lead the 
Cubans to believe that the Congress meant anything other than what 
it said and we have been attempting assiduously to collect those claims. 

We feel that they should be paid and it is a matter of constant effort 
on our part to get them paid. 

Mr. Palas. Then why should not we go right now and make this 
thing perfectly clear? Let us bring this thing to a head right now 
und if we write into this bill that it shall not become effective until 
the claims are paid, then Cuba has it squarely up to her. If she wants 
to pay the claims, all right, and she can have the sugar agreement. 
If she does not want to pay, that is still all right. We are not going 
to go to war with ker. Weare not going to do anything to her. She 
is a sovereign nation. She can pay them or not. She can pay her 
debts or void the debts. If she does not want to pay her debts she 
does not sell the United States the sugar. That is not taking advan- 
tage of anybody. That is the way you and I do business. I am not 
going to do business with you if you do not pay your debts tome. Ido 
not know why we should noi treat nations the same way. And it is 
not taking advantage of anybody. 

Mr. Care. Of course, there is this problem, that the people who are 
involved in the sugar trade are not the ones who owe the claims. 

Mr. Poacr. I understand that—I understand that—but it is up to 
a nation if she wants to make the agreement, why let her make 
it; if she thinks this agreement is not worth enough to her to pay 
those debts 

The Cuarrman. If the gentleman will yield for a moment, if this 
were the Cuban Sugar Act of 1951, I might agree with the gentleman, 
but I thought that this was mutually advantageous to all of the parties 
or was supposed to be. I think that is might well be called the Cuban 
Sugar Act of 1951, because Cuba is well protected in the act, and we 
think well provided for, but it seems to me that we are going off ona 
minor sort of detail, if the gentleman will permit me to say so—he 
is talking about selling a cow, and these people were interested in 
wheat. { want to.say, and I think that the members of this committee 
will agree with me, that when I introduced this bill I did not intend 
to embrace it lock, stock, and barrel, nor to approve its provisions. 
I did understand, however, that it was the work of many people who 
participated in the conferences and collaborated concerning its pro- 
visions, but I do not want anybody left out. I know the members of 
this committee want to be eminently fair to all parties interested. 

It was pointed out yesterday that at least 15 organizations repre- 
sented by Mr. Peyton, apparently, had not been conferred with con- 
cerning the matter. And then I know there are some misgivings 
about the section with regard to molasses which I hope we will dis- 
cuss as these hearings continue. 

I want to ask you, Mr. Myers, a question. On page 5 of your 
statement of yesterday you indicated that total payments to the Gov- 
ernment exceeded payments to the growers during the life of this 
sugar program in the amount of $248,000,000. Is that correct? 
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Mr. Myers. That is correct. 
The Cuarrman. Is that exclusive of administrative costs? 

Mr. Myers. No, sir. 

The CuarrMan. I assumed that was the gross difference? 

Mr. Myers. Iamsorry. I do not recall just whether that difference 
includes administrative costs or excludes them. 

The CuarrMan. That appears to be a gross profit of $248,000,000. I 
wish you would get for us the detailed information as to the admin- 
istrative costs. 

And, in the next sentence after that, you refer to the figure $17,- 
000,000 per year net income to the Treasury. That would, certainly, 
indicate that that $17,000,000 was a net profit to the Government. 

It seems to me I have read something somewhere recently which 
indicates that during the over-all operation of this program the Gov- 


ernment has made a substantial profit. I would like to know exactly 
: how much we have made on it. 
Mr. Myers. It has been substantial, Mr. Chairman. I shall be glad 


to check the figures on administrative expenses. I am sorry that my 
mind is a little bit rusty onit. During a part of the time the Congress 
made an over-all appropiration and during part of the time it has 
made a separate allowance for administrative expenses. I want to 
check the record. 

The CuarrMan. I am anxious to have it for the reason that this is 
a part of the farm program as we regard it, and the farm program 
has been criticized by many businessmen and consumers and others 
not familiar with its philosophy or purpose or operation. I know 
that the over-all operation of the cotton program has netted the Gov- 
ernment a profit in excess of $200,000,000. It will be interesting to 
know just what profit the Government has netted on the sugar pro- 
. gram. We have made a profit of more than 5 million on the tobacco 
program. While we have sustained substantial losses on potatoes and 
wool and eggs, the over-all operation of it seems to have proved that 
it was worth continuing. 

Mr. Myers. I will be ; glad to submit those additional figures for the 
record, but in the meantime you may rest assured, sir, that they will 
still show that there has been a tremendous net profit for the Gov- 
ernment, 

(The information is as follows :) 


Total sugar excise-tag collections and expenditures in the form of payments to 
growers and administrative expenses of the Department of Agriculture under 
the Sugar Act 


From 1934 through fiscal year 1950: ~ 


YR iio hh ei pendlie ee ise ena: Aan tare Se -..... $987, 752, 416 
Conditional payments and Sugar Act administrative expenses 
4 of U. S. Department of Agric at a es 757, 387, 894 
4 


Excess of taxes over expenditures_______-____-___-____-_ 230, 364, 522 


Annual averages for years 1948 through 1950, inclusive: 


TS a ia ee ache eo elena nae ko ace 76, 641, 115 
4 Conditional payments and Sugar Act administrative expenses 
4 of U. S. Department of Agriculture_________________ eee 60, 900, 894 





Excess of taxes over expenditures_______-___-__________ 15, 740, 221 
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The Cuairrman, Thank you very much. 

Mr. Myers. Mr. Chairman, you referred to Mr. Peyton’s state- 
ment of yesterday, indicating a failure on our part to consult with the 
industrial users. I should like, if I may, to give the facts on that 
point. : 

Mr. Peyton has indicated to the committee that industrial users 
became familiar with the proposal for the extension and amendment of 
the Sugar Act only a few days prior to its introduction when they 
were invited to the Department of Agriculture. 

He states, also, that spokesmen for industrial users did not par- 
ticipate in conferences as to the language of the bill prior to its being 
drafted. 

From these statements one might reasonably conclude that work 
on the proposals was carried on without giving the industrial-user 
group adequate opportunity to participate. Therefore, I want to set 
the record straight. 

There has been nothing secret about the work on these proposals. 
Informal discussions with individuals concerning the cndasuoant and 
extension of the Sugar Act probably started around March. Repre- 
sentatives of foreign producing areas came to see us informally to 
discuss their quota problems as early as April. 

The interdepartmental committee held its first meeting on May 3. 

The fact that quota changes and extension of the act were being 
discussed was common knowledge in the United States and in foreign 
countries among people interested in sugar. 

The reason the industrial-user group did not come in to discuss 
the matter is obvious. They knew what was going on and were not 
concerned. 

The problems under consideration involved quotas. By and large, 
industrial users are not greatly concerned as to the source of their 
supplies. The only possible effect upon industrial users of the sug- 
gested quota changes would be to increase competition in the selling of 
sugar. This would be an additional safeguard to industrial users. 

Although the revisions are not of a nature that would be of par- 
ticular concern to the representatives of the industrial users, neverthe- 
less I asked them to attend a meeting in my office on June 14 when I 
discussed the entire matter with them and showed them a draft of the 
proposal as it had been developed to that date. 

Mr. Peyton’s statement that “Spokesmen for industrial users did 
not participate in conferences as to the language of the bill prior to its 
being drafted” might be misleading. 

The major revisions involved figures and not words. 

Tf the industrial users’ representatives had suggested a revision in 
the wording, however, the meeting was in ample time for the revi- 
sions to have been made. Incidentally, although Mr. Peyton prom- 
ised me that he would extend the invitation to all of the representa- 
tives of the associations in town—and I assume he did so—only five 
attended the meeting. Mr. Peyton was not among them. 

Again, the explanation is obvious—a lack of interest. 

The Cuatrman. Mr. Peyton stated, and I quote from his-statement : 
“T am here today neither to support nor oppose this legislation.” 

He is asking for a 60-day recess to the end that he might have an 
opportunity to study it. 
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You state that your draft was submitted to him and discussed with 
him prior to the time I introduced the bill ? 

Mr. Myers. It was submitted to the group on June 14. Mr. Peyton 
did not attend the meeting, but he was invited and knew about it and 
passed out the invitations to the other industrial-user representatives. 

The Cuarrman. I do not believe that the committee is going to 
follow his suggestion, about a recess of 60 days. We, certainly, would 
not be justified in holding up the consideration of this important 
matter for any great length of time, because so many people have 
to be heard and want to be heard and are ready to be heard. 

Mr. Hux. I would like to ask a question of the chairman about the 
gentleman who appeared yesterday. Being a country boy, I want to 
know where he gets his authority to represent all of those people. 
And why could he not file his credentials here? I am just a suspicious 
character. I do not believe that anyone, an attorney, with just one 
assistant, should come before this committee with a long list of people 
that he represents and just say that he represents them. I do not 
know whether he does or not. 

The Cuatrman. He gave us a list of the associations that he repre- 
sented. I assume that he does. 

Mr. Hitt. How do we know that he represents them? What kind 
of contract does a lawyer get? You are a lawyer, and a good one. 
What kind of contract does a lawyer have with all of those people? 

The CHatrman. I am not concerned about whether it is contingent 
or a retainer-fee arrangement that Mr. Peyton has. 

Mr. Hitz. I do not know a thing about that. I do not under- 
stand it. 

The Cuamman. If there are no further questions of Mr. Myers, 
I want to congratulate and commend upon the splendid manner in 
which he has presented this very important measure. I am sure he 
has impressed all of the members of the committee. 

Mr. Horr. Before we go any further. I think this question asked 
of Mr. Cale with respect to the repeal of 202 (e), will probably come 
up again in the course of the hearings. I do not know how important 
it is. I have no particular feeling on it one way or the other, but I 
assume that Mr. Cale or someone from the State Department will be 
here whenever we do want to take that up. 

Mr. Car. Yes, sir; I will try to be prepared. 

Mr. Myers. On that point, Mr. Chairman, as Mr. Cale indicated, 
section 202 (e) was a provision which was introduced into the act of 
1948 at the request of the State Department. It was not requested by 
the Department of Agriculture or by any of the sugar interests. 

I would like to observe one thing, and that is sometimes overlooked. 
When we increase quotas it is because we need the increased sugar. 
Ordinarily, and in fact today, if we were to increase the quota and 
refuse to give the increase largely to Cuba, we would be cutting off 
our nose, because there is no other place from which we could get the 
sugar. 

The Crarrman. In that connection, you have already pointed out 
that world sugar is selling substantially above the domestic market. 
Notwithstanding that fact, Cuba is willing to meet our requirements. 

Mr. Myers. That is right. 

Mr. Horr. Let me ask you this question: The provision requires 
that the Secretary of State notify the Secretary of Agriculture if he 
finds that nationals of this country are being denied fair and equitable 
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treatment. And then the Secretary of Agriculture is supposed to take 
some action in connection with the quotas. 

Do you know whether the Secretary of State has ever notified the 
Secretary of Agriculture of the existence of such circumstances ? 

Mr. Myers. No action has been taken under section 202 (e). In 
oo the State Department apparently has found that they can get 

urther negotiating on a man-to-man basis than they can by the use 
of this bludgeon. 

Mr. Horr. So far as the Department of Agriculture is concerned, 
you are prepared to say that the Secretary has never received any 
request from the State Department that action be taken under this 
subsection ; is that correct ? 

Mr. Myers. That is correct. And, if they did, he would still have 
to give very serious consideration to the needs of the United States 
for sugar, because, obviously, if the Secretary of State should ask him 
to refuse to grant, say, half-a-million-ton increase to Cuba when it 
was needed and that was going to create a shortage in the United 
States, he would have to resist. 

Mr. Horr. That is the reason it would not work. 

Mr. Myers. That is the reason it would not work, I think. 

Mr. Bevcuer. Would it not be possible to grant an increased quota 
to some domestic producer ? 

Mr. Myers. The domestic areas at times would have the increased 
sugar. Normally, they would not have sugar in that sort of quantity. 

The Cuarrman. Mr. Myers, I would like for you or for one of your 
associates to arrange to be present during the remainder of these hear- 
ings, so that if any question arises we may be able to secure the 
information which may be desired by the members of the committee. 

Mr. Myers. Yes, sir. We shall so arrange. 

The CuarrMan. We will insert at this point in the record several 
documents dealing with this situation. 

(The statements are as follows:) 


EMBAJADA DE CUBA 
WASHINGTON, D. C. 


MEMORANDUM SUBMITTED BY 1HE EMBASSY OF CUBA TO THE STATE DEPARTMENT ON 
A POSSIBLE EXTENSION OR RENEWAL BY THE CONGRESS OF THE UNITED STATES OF 
THE SuGar Act oF 1948 


1. The traditional historical relations between Cuba and the United States and 
their special commercial relationship based on such tradition, on geography and 
on the economies of both countries, as well known and have been the subject of 
special treatment in the General Agreement on Tariffs and Trade signed in 
Geneva on October 30, 1947, and the conferences held in Annecy in 1949, and in 
Torquay late in 1950 and early in the present year 1951. In these trade negotia- 
tions, the Republic of Cuba has consistently maintained that the relations between 
Cuba and the United States should include as one of the fundamental bases there- 
of, the maintenance of the 20-percent sugar preferential and the adequate shar- 
ing by Cuba in the supply of sugar to the continental United States market, which 
ought to be from 48 to 50 per cent of the consumption in such market, which is 
fully justified by the following reasons: 

(a) The Republic of Cuba has supplied to consumers of continental United 
States, under conditions of unobstructed trade, from 48 to 50 percent of the con- 
sumption requirements. ; 

(b) In all periods of emergency of the United States the Republic of Cuba has 
been the only supplying area capable of satisfying the extraordinary needs of 
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war and, therefore, the supplying of sugar by the sugar industry of Cuba to the 
consumers of continental United States is of essential strategic importance. 

(ec) The commerce of the United States has in the Republic of Cuba one of its 
most important outlets for the products of its agriculture and industry. In the 
last 3 years the trade balance between the United States and Cuba has been un- 
favorable to the latter, and this fact justifies that such imbalance be eliminated 
through exportations of sugar from Cuba to the United States. 

2. The requests of Cuba regarding the sugar preferential and the increase of 
her participation as a supplier of sugar to the American market have been made 
subjects of discussions and statement of opinions which were principally set forth, 
as follows: 

(a) In the memorandum of the Cuban delegation of May 13, 1949, with respect 
to the “Offer of the delegation of the United States of America to the delegation of 
the Dominican Republic regarding sugar (item 501),” which was delivered to 
the delegation of the United States in the Annecy Conference. 

(b) In the conversations during the month of June 1950, between the repre- 
sentatives of the Governments of the Republic of Cuba and of the United States. 

(c) In the informal conversations held in Washington from the 27th to the 
30th of March 1951, between representatives of the Governments of the Republic 
of Cuba and of the United States with respect to the text of a note to item 501 
of the United States Tariff, which the delegation of that country to the Tor- 
quay Conference delivered to the delegation of the Republic of Cuba, and to 
which note the Cuban Government objected unless such note guarantee to the 
Republic of Cuba an adequate participation as a supplier of continental United 
States. 

3. The position of Cuba may be summarized as follows: 

(a) The commercial relations between Cuba and the United States have tra- 
ditionally had a unique character that requires a special treatment which in no 
way can be considered discriminatory with respect to other countries and the 
alteration of which could give rise to a serious dislocation in the trade relations 
between the Republic of Cuba and the United States with consequent profound 
repercussions upon the internal economy of Cuba. 

(b) The special treatment which has served to create and maintain the exist- 
ing commercial interchange between Cuba and the United States has had as 
its basis, as regards Cuba, and as principal compensation for the concessions 
which Cuba has made to the United States, the sugar tariff preferential of 20 
percent and the quota which provides for the sugar exports from Cuba to the 
United States. 

(c) The treatment which Cuba has received as a supplying area of continen- 
tal United States under the provisions of the Jones-Costigan Act of 1934, the 
Sugar Act of 1937 as extended, and continued through the Sugar Act of 1948, 
has not been in proportion to the performance of the Republic of Cuba in sup- 
plying sugar to continental United States. 

4. Without attempting in this memorandum to repeat in detail the argu- 
ments which the Government of the Republic of Cuba has consistently pre- 
sented to the Government of the United States, it is convenient, nevertheless, to 
sketch in broad strokes the historic record of the supplying of sugar by the Re- 
public of Cuba to continental United States. 

5. From the proportion of 19.60 percent of the total American market require- 
ments in 1901, Cuba gradually increased such supply to 37.40 percent in 1903 
and 40.20 percent in 1904; and maintained an average proportion of 48.10 per- 
cent until 1929, having reached 50 percent in the period from 1920 to 1928. In 
the same space of time, from 1902 to 1929, the beet industry, from the 200,000 
tons which it produced in 1902, was gradually raising its production to 500,000 
tons in 1906; to 840,000 in 1915 and 1,000,000 in 1920. In the above-mentioned 
period from 1902 to 1929, the United States domestic-beet industry supplied 16 
percent of the requirements of the American market and the domestic-cane 
industry supplied 5.5 percent; Hawaii, 12.1 percent; Puerto Rico, 8.2 percent; 
the Philippines, 4.7 percent; and the remainder came from other countries. The 
proportion of the continental domestic American producers, which was 21.5 per- 
cent in the aggregate, was increased, as a result of the high protective tariff 
of the Hawley-Smoot law, only to 25.7 percent; but on the other hand, in sac- 
rificing Cuba, there was brought about an extraordinary expansion in the im- 
portations of sugar from the overseas American areas, raising their contribu- 
tions to the American market as follows: The Philippines, from 4.7 to 15 per- 
cent; Puerto Rico, from 82 to 14.2 percent; and Hawaii, from 12.1 to 16.2 
percent. 
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6. The foregoing brief exposition shows that the purposes of the sugar pref- 
erential were nullified by the ultraprotectionist American policy, as Cuba was 
reduced to a 28.5 percent participation in the supply of sugar to the continental 
United States. On the other hand, the United States retained the full benefits 
of the preferential which Cuba had granted to the products of the industry and 
of the soil of the United States, without any diminution of their position as 
principal suppliers of the Cuban consumption market. 

7. Naturally the reduction which Cuba’s sugar trade suffered in the United 
States had its repercussion on the trade of the United States with Cuba, and 
the situation reached the disastrous conditions of 1933. Our country would 
have been brought to chaotic extremities had not the Sugar Act of 1934 been 
enacted, which halted the expulsion of Cuba from the American market, and 
supplemented the sugar preferential in the effort to give to Cuba an appropri- 
ate participation in the American consuming market. Of course, that Sugar Act 
did not repair the grave collapse caused to Cuba, but only served to call a halt 
to Cuba’s expulsion from the American market, inasmuch as the term of 3 years 
selected as most representative by the Secretary of Agriculture of the United 
States for the purpose of fixing Cuba’s quota in 1934, was the worst for the 
Cuban sugar industry within the period of 1925 to 1933, provided by the act. 

8. As part of the plan to regulate the supply of sugar in the United States 
and restore the trade of the United States with Cuba, there was put into effect 
the Reciprocal Trade Agreement of 1934, in which Cuba had to make new tariff 
concessions to the United States in exchange for the nonreparatory treatment 
which it received by the Sugar Act of 1934, and for the reduction of the sugar 
tariff to 90 cents—the other tariff concessions which the United States made to 
certain Cuban products not having been of great importance. 

9. In 1937 the Congress of the United States approved a new Sugar Act in 
which it reserved 55.59 percent of the United States market for the domestic 
areas (but in no case less than 3,715,000 short tons), to be distributed between 
continental beet and cane and Hawaii, Puerto Rico, and the Virgin Islands; 
and the other 44.41 percent (or the excess over 3,715,000 short tons, if consump- 
tion were below 6,682,670 short tons) to be distributed between the Philippines, 
Cuba, and other foreign countries. In other words, the participatidn of Cuba 
was reduced to approximately 28.60 percent (but less, if the consumption esti- 
mate was below 6,682,670 short tons). On December 18, 1939, was signed a 
modification of the Reciprocal Trade Agreement of 1984, which was again modi- 
fied on December 25, 1941, bringing about a reduction in the tariff on Cuban sugar 
to 75 cents per pound. At the same time this tariff arrangement was supple- 
mented by the assurance of a quantitative participation in the American market, 
through an interchange of letters on December 23, 1941, between the Cuban 
Minister of State, Dr. Jose Manuel Cortina, and the Ambassador of the United 
States, Mr. George S. Messersmith, which were incorporated in the agreement; 
and in which assurances were given by the Government of the United States to 
Cuba that the former would at all times make every appropriate and possible 
effort to safeguard the position of Cuba established by the Sugar Act of 1937. 

10. Although naturally, it is not stated in the supplemental agreement of 1941, 
the tariff reduction and the exchange of letters were related to the negotiation 
of the first global sale of sugar by the Cuban Government to the United States 
as a consequence of the involvement of the United States in the Second World 
War by the attack on Pearl Harbor. 

11. It is opportune to point out here, without entering into detail, that, after 
such first global sale, the Republic of Cuba was almost the only sugar supplier 
which increased its production at the request of the United Nations, principally 
the United State-, during the Second World War: and Cuba also filled the enor- 
mous deficits of the other areas supplying the American market. The fact that 
Cuba in times of war is an indispensable source of supply for American consumers 
has been publicly recognized by the Government of the United States itself and is 
so obvious as not to require proof. At the time of carrying on the negotiations 
of the various global sales during the Second World War, there was an exten- 
sive exchange of memoranda between the Cuban commissioners and the repre- 
sentatives of the American Government to the end that when a new sugar act 
should be adopted, the participation of Cuba as a supply area for the United 
States ought to be increased, not only because of the historical facts which justi- 
fied it, but also in consideration of Cuba's new war contribution. Besides, notes 
to this effect were sent by the Government of Cuba to that of the United States. 

12. In 1947 there was enacted the new Sugar Act which granted to Cuba a par- 
ticipation in the American market on bases different from those of the 1937 act, 
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being, instead of a percentage basis of the total consumption, a participation in 
the excess of such market over the 4,268,000 tons reserved for United States con- 
tinental or insular producers and the 952,000 tons pertaining to the Philippines by 
the Philippine Trade Act of 1946. In addition, at the request of the Republic of 
Cuba, it was guaranteed a participation not less than that resulting from the act 
of 1937. In this manner the Government of the United States complied with the 
agreement made in the Cortina-Messersmith exchange of letters. 

13. During the years in which the Sugar Act of 1948 has operated Cuba has 
furnished the following proportions of the continental United States consumption : 


Percent 
Neen eee deit oming oie ous preninseedecaprioay teenie’ 41. 30 
pea ea SI OP a Aa RS AE A AEE Sie Rea A NOS rc i 41 
Sie TEA EIR ep Si rh gO Me ache es! Es 3 fe mena ek Pale 41. 70 


14. It is appropriate to point out, in considering the amounts which Cuba has 
produced in the postwar period to meet the requirements of the United States 
continental market and of world consumption, that this function has been per- 
formed without increasing the number of mills. On the contrary, there are 
actually 22 less mills grinding than the number which were grinding in the period 
of 1925 to 1929 when Cuba had produced its greatest crops. The average post- 
war production has not exceeded the level of the largest productions which Cuba 
made in that period. On the other hand full-duty countries, such as the Domin- 
ican Republic and Haiti, are expanding their sugar-making capacity by con- 
structing new mills. 

15. From the historic record which has been briefly traced, two conclusions 
must stand out: 

First: That the preferential and the quota granted to the sugar of the Re- 
public of Cuba in the United States did not displace any other foreign country 
as a supplying area of the United States continental market, since the full-duty 
countries were not permanent suppliers thereof, but only occasional exporters 
thereto when this suited their interest. The Dominican Republic, one of the 
principal claimants, had practically no sugar industry when the treaty of 
reciprocity between Cuba and the United States went into effect in 1903, since 
according to the statistics it had not produced up to that time a total of more 
than 56,000 tons of sugar per year—which, in terms of sugar consumption of the 
United States, lacks any importance whatever. Consequently, the industry 
of the Dominican Republic, in its development since that date, did not count on 
the United States market for export of sugar, nor did it try to export to that 
eountry which it could easily have done in spite of the Cuban preferential, since, 
as the costs of production of the Dominican Republic, due to substandard condi- 
tions of labor, are traditionally very much lower than those of Cuba, it could 
have competed with the Cuban sugar, notwithstanding the preferential. The 
decline of exports of foreign countries to the United States after 1909 was 
basically due to the internal policy adopted and maintained by the Government 
of the United States with respect to its own domestic sugar industry in develop- 
ing it through tariff protection, and to the fact that for many years the prices of 
sugar in New York were not only at the parity of Hamburg, which was then the 
quotation market, but were actually below the prices in Hamburg, a fact which 
facilitated the development of the Dominican sugar industry for the free world 
market beginning from 1910. 

Second: There has not been a displacement of foreign countries by Cuba in 
the American market. If the statistics of the imports from full-duty countries 
to the United States are analyzed, it will be observed that such importations, 
and Peru is a very special example, have flucuated up and down to an important 
degree according to whether it has been advantageous to those countries to ex- 
port to the United States market or to the so-called free world market. The Re- 
public of Cuba, which has constantly supplied all requirements of the United 
States, was gradually pushed out of that market for the almost exclusive bene- 
fit of the Philippines and Puerto Rico. If there has been a displacement of other 
foreign countries this would have been concurrent with the greater displacement 
of Cuba, and would have been caused, not by Cuba, but by two insular posses- 
sions of the United States, one of which, the Philippines, is today an independent 
nation. 

16. Since in 1947, with the signature of the General Agreement on Tariffs 
and Trade (GATT) in Geneva, which afterward led to the International Trade 
Charter of Habana, signed on March 24, 1948, the Government of the United 
States initiated a policy of multilateral international trade, it is necessary to 
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consider whether this change of international policy has altered th cituation 
existing between the Republic of Cuba and the United States as resulting from 
the agreements made between them, from the reciprocity treaty of 1903 to the 
supplemental agreement of 1941. 

17. The view of the Republic of Cuba is that the situation has not changed 
substantially. The trade relations between Cuba and the United States con- 
tinue to have as their fundamental basis at present the 20 percent preferential 
on sugar and an adequate sugar quota. Such preferential and such quota are 
an essential part of the considerations granted by the United States to the 
Republic of Cuba within the tariff and trade situation deriving from GATT. 

18. In fact, in all the discussions to which reference has been made at the 
beginning of this memorandum, between the Republic of Cuba and the United 
States in Geneva, Annecy, and Torquay, the Republic of Cuba has maintained, 
with recognition of the justice of its position by the United States, that the 
20-percent preferential on sugar and the sugar quota pertaining to the Republic 
of Cuba ought to be continued. Experience shows that the participation of 
Cuba as a supplier of continental United States ought not to be less than 48 
percent of the consumption of this country if the services which Cuba has been 
rendering to the consumers of continental United States in the supply of sugar 
are to be treated with reciprocity of economic interest. In fact, on all occasions 
when the supply of sugar to the United States has been free from exaggerated 
tariffs or quantitative limitations, the exports of Cuba to the United States have 
been from 48 to 50 percent of the consumption requirements of the United 
States. 

19. Therefore, the Sugar Act of 1948 cannot be considered as a measure of a 
transitory nature with provisions favorable to Cuba to give her time to readjust 
an exceptional wartime production as has mistakenly or intentionally been 
argued by countries which now are trying to occupy the position which legiti- 
mately belongs to Cuba. On the contrary, the provisions of the Sugar Act of 1948 
attempted to rectify the treatment given to Cuba in the acts of 1934 and 1937, 
without succeeding in doing full justice to Cuba as a supplier of the United 
States market. 

20. It is opportune at this time to point out that, far from having contracted any 
promise to reduce its production as a consequence of the treatment received in 
the Sugar Act of 1948, as is affirmed, in complete distortion of historical truth— 
in the letter of May 16, 1951, addressed by W. R. Grace & Co. to the Honorable 
Charles F. Brannan, Secretary of Agriculture of the United States, the Republic 
of Cuba has always considered that the treatment which it received in the 
Sugar Act of 1948 was not in accord with what was due to her because of her 
historical performance and her efforts in wartime as a supply area for continental 
United States. 

21. The maintenance of expanded production by Cuba at the request of the 
United States and its allies during the last war was not due, as affirmed in said 
letter, to incentives which the United States or other countries may have given 
Cuba, but originates from the fact that the sugar production of Cuba was needed 
in order to supply not only the requirements of the postwar world market, whose 
needs have indeed been met by virtue of Cuba having maintained her sugar pro- 
duction, but also such production has served to avoid a consumption crisis in 
continental United States itself, as was demonstrated by the sale negotiated 
in 1950, at prices below those prevailing in the free world market, by the Secretary 
of Agriculture of the United States, Mr. Charles F. Brannan, and the Government 
of the Republic of Cuba, in a period of consumer panic in fear of a shortage of 
sugar as a consequence of the conflict in Korea. Even in the present year 1951, 
the consumption requirements of the United States have been guaranteed by the 
sugar production of Cuba, which has maintained the reserves necessary to satisfy 
the eventual requirements of continental United States not only of 1951, but also 
for the beginning of 1952, in spite of the higher prices which prevail in the free 
world market. 

22. The sales of sugar to the free world market made by Cuba to meet the 
purposes of the Marshall plan have served to maintain the promotion of inter- 
national trade between the Republic of Cuba and the United States to the benefit 
of the manufacturers and farmers of the latter country, since the dollars coming 
from the sales of sugar to countries other than the United States have been 
reinvested by Cuba in the acquisition of products of the soil and industry of the 
United States. 

23. To show the importance of the volume of trade between Cuba and the 
United States, we insert below a statement of the commerce of Cuba and some 
other countries with the United States. 
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rors M : volume with 
United States States United States 
Canada (including Newfoundland and Labrador)__---__- $1, 957, 196, 000 | $2,015,808,000 | $3,973, 004, 000 
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SF SO os 625 sca pened cte ed tcancke Saati 334, 925, 000 520, 198, 000 855, 123, 000 
I hhh nemendinnecingemntéély> nanan taamaimamniind 317, 735, 000 515, 729, 000 833, 464, 000 
Peek rerestscpd rcannes ascenen ter cpecbtalucerasids 181, 953, 000 418, 209, 000 600, 162, 000 
Ge ss sda eel EL tet dali cll 103, 724, 000 439, 850, 000 543, 574, 000 
Pati tidne cna cpeendmine bine enibih aie s a kdieicdibin ca 131, 279, 000 349, 736, 000 481, 015, 000 
tnd aio elie reek tsi Dd ini chnieeieck ie a 234, 801, 000 240, 273, 000 475, 074, 000 
Res ehh cua declccoces Cleodadturcubatwanawat 259, 412, 000 215, 611, 000 475, 023, 000 
BUCA. cotdtie ache dees, Saad dus Suaberaceed Pr tm 109, 343, 000 345, 099, 000 454, 442, 000 
a iitS eihaei ted cveeds enbie t may ial sem dabios 139, 559, 000 270, 346, 000 409, 905, 000 
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TG ION nik ick te Be ee dubkbe tee 37, 600, 000 42, 000, 000 79, 600, 000 














Note.—Exports: Value f. a. s. port of export. ree tae 2 Value reported at foreign port of export. 
Source: Data taken from Foreign Commerce Weekly of the U. S. Department of Commerce. 


24. In making reference to the foreign trade of the United States, it is impor- 
tant to point out that the balance of trade through the last 3 years has been 
unfavorable to Cuba in spite of the increase of her exports of sugar to the United 
States under the provisions of the Sugar Act of 1948, as shown by the following 
data: 
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1 Statistical Abstract of the United States (1950). 
2 Foreign Commerce Weekly. 





25. The inescapable consequence of the facts set forth is that in any modifica- 
tion which may be made of the Sugar ‘Act of 1948, the participation of the 
Republic of Cuba, as a supplying area of the continental United States market, 
ought to be established in accord with the proportion which Cuba considers to 
be due her; and therefore it is not fitting that the demands which other sup- 
pliers may have formulated should be satisfied at the expense of the Republic 
of Cuba. 


WasuHineaton, D. C., May 31, 1951. 


EMBAJADA DE LA REPUBLICA DOMINICANA 
WASHINGTON 


MEMORANDUM 


1. During the past year, representatives of the Dominican Government sub- 
mitted to representatives of the United States Government a series of memo- 
randa containing the views of the Dominican Government on the question of 
exports of Dominican sugar to the United States under the provisions of the 
United States Sugar Act. 

2. In the knowledge that a renewal or an extension of the Sugar Act of 1948 
is under active consideration, the Dominican Government and the Dominican 
sugar producers welcome this first opportunity to state their case with regard 
to the various provisions of the said act before any legisiation dealing with 
United States sugar-import quotas is enacted. 
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8. The basic arguments supporting the Dominican Republic’s plea for a larger 
sugar quota in the American market are the following: 

4. Like its neighbors of the Caribbean Sea, Santo Domingo is situated in the 
vicinity of the United States, and, as in the case of those neighbors, American 
capital has contributed to the development of Dominican resources. For all of 
those Caribbean countries, the production and the exportation of sugar consti- 
tute the determining factor of their economies. 

5. However, during the past 50 years the Dominican Republic has not had 
the same opportunity as its neighbors to sell sugar in the United States, its natu- 
ral market, which is at the same time the greatest market for imported sugar 
in the world. 

6. The Dominican sugar industry does not have and has not had access’ to 
markets in which it could enjoy advantages resulting either from its geographical 
situation or from preferential tariff treatment, or from quantitative restrictions, 
advantages which would insure the sale of the bulk of its production at a fair 
price. Dominican sugar has been completely at the mercy of the so-called “free” 
world market, which, in spite of the apparent amplitude of its name, covers only 
a small part of the world sugar market, and whose function consists primarily 
of satisfying the residual demand of those countries which are not self-sufficient 
or which cannot produce their own sugar. 

7. Contrary to what happens in those markets protected by preferential sys- 
tems and by quantitative import restrictions, the “free” world market is 
highly competitive, and even though it would never be possible for the Domini- 
ean Republic to make up in the world market for the damage caused to it by 
its exclusion from the dollar sugar market, the Dominican sugar industry 
could, within conditions of free and effective competition, protect itself at 
lease partially against these damages, thanks to the fact that it belongs to the 
natural producers of sugar. 

8. Unfortunately, the “free” world market is being progressively narrowed, 
due to the character assumed by the competition both on the part of the maior 
exporting and importing countries. They have not only disorganized the pattern 
of the prewar market, but threatened to close traditional outlets for the product 
of the Dominican sugar industry when, once the temporary demand created 
by the recent international events has disappeared, trade will revert to the 
normal condition of the world sugar market. 

9. Cuba, for example, which, under the umbrella of the special position it 
enjoys in the United States, came to be the main supplier of the “free” world 
market, has expanded on a large scale, in the postwar period, the production 
destined for this market. Its exportable surplus to the “free” market has in- 
creased from less than 1,000,900 tons in the prewar period to more than 2,500,000 
tons in 1950; that is during a period in which the demand on this market had 
become seriously restricted. 

10. England, on the other hand, the most important of the consuming coun- 
tries to be served by the “free” market, has invented a new form of quantitative 
restrictions against exporters to this market, by means of the recent 5-year bulk- 
purchasing contract of the Ministry of Food with the sugar producers to the 
British Commonwealth. This contract implies for the producers within the 
Commonwealth and the Empire hidden subsidies in the form of a long-term price 
guaranty, so as to enable them to expand their production. 

11. With the execution of this program, the total imports of Great Britain 
from the “free” market will be reduced to only 200,000 tons per annum begin- 
ning in 1953, as against 1,200,000 tons which she used to acquire from this source, 
of which the Dominican sugar industry, traditionally the most important sup- 
plier to the United Kingdom, had furnished over 400,000 tons of the 1949-50 
crop. 

12. It is because of the gravity of this situation that the Dominican Govern- 
ment desires to review the circumstances that have originated such a situation 
and to consider the means of eliminating the unfavorable effects caused on the 
Dominican sugar industry, and consequently on its national economy, by the 
quantitative restrictions on sugar now in force in the United States, since they 
limit the Dominican Republic to a basic quota (for 1950) of 6,292.8 short tons 
of sugar; that is 1.2 percent of its current production. 

13. The United States market has remained virtually closed to the Dominican 
sugar since the establishment in 1903 of the preferential system which granted 
Cuba an exceptional import-duty treatment. 

14. The effect of this exclusion wus, on the one hand, extension of this pro- 
tected sugar industry to the detriment of the stagnant Dominican production, 
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while on the other hand the Dominican sugar had to face, since 1913, its com- 
petitors in the “free” world market. 

15. Under the protection afforded to her by the American preferential system, 
Cuba was able, when she found herself threatened by an overproduction crisis, 
to engage in a price war on the world market. This led, eventually, to the 
collapse of the world market during the late twenties and early thirties. Asa 
consequence of this breakdown, the Dominican sugar industry found itself on 
the verge of ruin. Although the Dominican Government during this period 
developed a program of severe restrictions in its fiscal policy, the country 
underwent a serious economic crisis which intensified the effects of the great 
depression and even outlasted those effects, thus imposing unforgettable 
sacrifices on the Dominican people. 

16. Furthermore, on account of the overproduction which occurred in the 
sugar-supply centers enjoying preferential protection, the domestic sugar in- 
dustry of the United States also suffered damages. These damages were of 
such magnitude that they led in the year 1934 to the inauguration of a policy 
of planned production and consumption and the establishment of a system of 
quantitative restrictions for the sugar imports, which by virtue of the United 
States Sugar Act of 1948 is still in force. 

17. Upon the establishment in 1934 of the principle, in the sugar legislation, 
that import quotas must be fixed according to the importation during a previous 
representative period (which in turn was already characterized by the opera- 
tion of the essentially discriminatory preferential system) the “de facto” 
monopolistic situation enjoyed by the favored sugars on the American market 
was transformed into a “de jure” situation. 

18. In this way the exclusion of the Dominican sugar from the United States 
market was made permanent. 

19. Not only the Dominican sugar industry and, therefore, the national income 
of the Dominican Republic are impaired by the quantitative restrictions pre- 
vailing on the United States market but, furthermore, those. restrictions 
constitute the cause of serious balance-of-payments problems for the Dominican 
economy as a whole. As the principal Dominican export is sugar, the country 
is in a large measure unable to acquire the dollars required for the larg 
importation of American goods. 

20. Eventually it may be pointed out that the claims of Santo Domingo with 
regard to its sugar quota are fully in accordance with “the principle of balanced 
economic development in Latin America” which according to President Truman 
in his recent budget message “has been and continues to be an essential objective 
of American foreign policy.”” For decades American farmers have been not 
only exporting a large list of competitive agricultural items to the Dominican 
Republic but dominating this market completely; 89 percent of all wheat 
flour, 95 percent of all dairy products, 90 percent of all canned and fresh 
fruit, 100 percent of all cotton, 89 percent of all tobacco which is imported by 
Santo Domingo originates from the United States. The United States industry 
delivers 99 percent of all trucks and passenger cars in the Republic, 100 percent 
of all electrical equipment, 90 percent of the iron and steel used in Santo 
Domingo, and 80 percent of all textiles worn by the Dominican population. 

21. It may be added that not only in 1950 but in the whole period from 1905 
to 1949 not less than 75 percent of Dominican imports came from the United 
States, making the Dominican Republic one of the best consumers of the Amer- 
ican farmer and industrialists. In the same 45 years the export of Dominican 
commodities to the United States, however, averaged only 39 percent, of which 
sugar, the backbone of the Dominican economy, grown at the threshold of the 
United States, accounted only for less than 2 percent. ; 

22. Since the transfer of interest, dividends, and amortizations of American 
investments in Santo Domingo (of which 80 percent are placed in the Domincan 
sugar industry) require important dollar payments, there has been a dollar 
gap created in the Dominican economy, the future consequence of which cannot 
be foreseen. 

23. For the time being, this tendency is invisible for the reason that the ship- 
ments of the Dominican sugar to the British Empire are paid in dollars. When 
Great Britain, in the execution of its sugar-expansion program, does not buy 
the whole of the Dominican crop, this dollar gap will soon become visible. The 
Dominican economy and its currency—one of the few hard currencies in the 
world—will then encounter the most serious problem unless in the meantime the 
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channels of the sugar trade with the United States are reopened for the benefit 
of the economic stability of the Dominican people. 

24. From the year 1905 until the year 1941, the right of the Dominican Gov- 
ernment to conduct an independent commercial policy on behalf of the economic 
interests of the country remained suppressed by the operation of the Dominican- 
American Convention of 1905, amended in 1907 and renewed in 1924. This 
convention imposed upon the Dominican Republic limitations of such character 
as to be equivalent to a prohibition to modify its tariffs without the permission 
of the United States Government. In this way, the Dominican Republic was 
deprived of the natural means to carry out its own commercial policy, which 
would have permited it to negotiate with the United States, its principal supplier, 
or to protect its domestic agricultural and industrial producers, actual or poten- 
tial ones. 

25. Furthermore, from 1916 until 1924, the territory of the Republic was occu- 
pied by the military forces of the United States. Officers designated by the 
American Government assumed the functions of the Government of the Republic 
in accordance with the directives outlined by the authorities of which they 
depended. 

26. At the termination of the military occupation in 1924, an exchange of notes 
took place, known as the modus vivendi, by which each country granted to the 
other the reciprocal treatment of the most-favored nation. However, the 
most-favored-nation clause was impaired by excluding the United States 
preferences accorded to Cuba. The few endeavors which the Dominican Govern- 
ment made to put into force reduced tariffs with certain European countries— 
France and Spain—resulted to the principal benefit for the United States in the 
shape of indirect concessions, without due compensation for Santo Domingo 
and, as a consequence, had therefore to be denounced. On their part, the con- 
cessions of the United States to third parties were hardly of any value for the 
Dominican Republic, considering that these concessions did not affect the pref- 
erences conceded to Cuba, especially with regard to sugar and other tropical 
products of the Dominican Republic. 

27. Furthermore, on the most important occasion when that modus vivendi 
could have benefited the Dominican Republic—namely, by extending in accordance 
with the most-favored-nation clause the advantages which the United States 
conceded to the Philippine Republic in 1946—these benefits could not be obtained 
by us. This was due to the fact that the United States Government asked the 
Dominican Government by its note dated May 4, 1946, to renounce the benefits 
implied in the plan, to which the Dominican Government agreed. 

28. During emergency periods full recognition has been made of the value 
which the Dominican sugar resources and the strategic geographic situation of 
the Dominican Republic respresent for the United States economy. In the 
First World War the Dominican sugar industry contributed an average of 83.14 
percent of its production to the Allied war effort. In the Second World War it 
contributed 94 percent of its production to the same end. In other words, under 
war conditions the prevailing artificial distinctions with respect to the Carib- 
bean islands as sugar supplies disappeared, bringing into evidence, under the 
pressure of necessity, the real character of the economic relations between 
Santo Domingo and the United States. The Dominican Republic offers the 
Same evident advantages as its neighbors, both as natural producer and by its 
geographic proximity. 

29. In the trade-agreements negotiations between the United States and the 
Dominican Republic conducted in Annecy (1949) and Torquay (1950-1951) 
within the framework of the General Agreement on Tariffs and Trade (GATT), 
the Dominican delegation pointed out continuously that the United States tariff 
concession on Dominican full-duty sugar whereby the margin of preferences 
for Cuban sugar was somewhat reduced had merely a symbolic value and that in 
due course it ought to be impiemented by a revision of the discriminatory treat- 
ment of full-duty sugars and in particular Dominican sugar by the United States 
sugar-quota legislation, a treatment which both in letter and spirit is clearly 
incompatible with the principle of nondiscrimination stipulated by GATT. 

30. The Dominican Government anticipates that on the occasion of the renewal 
or extension of the Sugar Act the United States will depart from the policy pur- 
sued under the laws of 1934, 1937, and 1948, with regard to the distribution of 
the quotas corresponding to the foreign suppliers. These acts were based on a 
policy of protection favoring not only the domestic industry but the Cuban sugar 
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industry as well. This policy was clearly expressed in the Presidential message 
of February 8, 1934, which provided the basis for the sugar-quota legislation: 


“* #* * T believe that we can increase the return to our own farmers, 
contribute to the economic rehabilitation of Cuba, provide adequate quotas 
for the Philippines, Hawaii, Puerto Rico, and the Virgin Islands, * * *” 


The United States Tariff Commission, in its Summaries of Tariff Information, 
yolume 5: Sugar, Molasses, and Manufacturers, Washington 1948, made the fol- 
lowing statement regarding the United States sugar acts: 


“The United States, the world’s largest consumer, in order to assure its 
sugar growers as well as those in Cuba and the Philippines a stable market 
for their product and to protect them from severe declines in world sugar 
prices, adopted the Jones-Costigan Sugar Act in 1934. Under this act and 
the subsequent Sugar Acts of 1937 and 1948, quotas were placed on all sugar 
(domestic as well as imported) for the United States market.” 


31. The Dominican Government is sympathetic to the basic aims of the United 
States sugar-quota policy as expressed in the position therein provided for domes- 
tic mainland and offshore producers. However, it feels very strongly that the 
policy of protection granted to Cuba by way of discriminatory quota legisla- 
tion should be fundamentally revised in view of the fact that it is highly in- 
jurious to other foreign supplying countries, particularly to those American 
Republics which, despite their overwhelming economic dependency on sugar 
exports, are included in the category of the so-called full-duty countries. 

32. The Dominican Government is confident that the import rules of the 
forthcoming sugar act will reflect the new changed climate of international eco- 
nomic relations which has come into being since the sugar laws of 1934, 1937, 
and 1948 were adopted. Today the foreign economic policy of the United States 
is guided by the General Agreement on Tariffs and Trade, which is based on 
the principle of nondiscrimination and the postwar aims of the United States 
foreign economic policy, as stated by President Truman and other high officials 
of the United States Government. These aims were set forth, as in a nutshell, 
in a statement by President Truman on January 8, 1949, 





“Unless nations can sell each other the products of their agriculture, labor, 
and industry, to the greatest possible extent, there can be no sure founda- 
tion for economic peace. 

* * In the achievement of these objectives, United States leader- 
ship ies United States action is a decisive influence.” 


In this connection it may be appropriate to quote also from the introduction 
to the original United States proposals for an international trade organization 
which eventually led to the General Agreement on Tariffs and Trade, inasmuch 
as they have indeed the same significance today as they had when the proposal 
was originally made. They read in part as follows: 


“The purpose is to make real the principle of equal access to the markets 
and the raw materials of the world, so that the varied gifts of many peoples 
may exert themselves more fully for the common good.” 


33. The distribution of quotas among the foreign sugar-supplying countries, 
including Cuba, under a new sugar act could thus be hardly based on an all-out 
exclusive protection for Cuba to the detriment of other foreign suppliers. But 
such distribution should indeed carefully regard the principle of nondiscrimina- 
tion which is so clearly established by GATT and endorsed by the United States. 

34, The rules of GATT stipulate that, “in applying import restrictions to any 
product, members shall aim at a distribution of trade in such product approach- 
ing as closely as possible to the shares which the various member countries might 
be expected to obtain in the absence of such restrictions” (art. XIII, par. 2). If 
cumulative discriminations had not been imposed on Dominican sugar in the 
United States, if there had been an “equality of opportunities,’ the Dominican 
Republic would have been in a position to export to the United States at least 
the same ratio of its production as Cuba did. 

35. Therefore, this goal of nondiscriminatory distribution of import quotas 
among the various supplying countries cannot be reached so long as a basis is 
adopted which merely considers the amount of sugar imported into the United 
States during a selected period. It cannot be stressed enough by the Dominican 
Government that, whatever period is selected, it will be adversely affected either 





94 EXTENSION OF SUGAR ACT OF 1948 


by the preferences in favor of Cuba (which incidentally were increased from 


1934 to 1941 above the contractual 20 percent level to 52 percent) or by the quotas’ 


in favor of Cuba fixed in the different sugar acts which embody the declared 
discriminatory purpose of protecting Cuba—not a possession of United States 
but an independent country—against other foreign suppliers of the United States 
market. Nor can be adopted as a basis the international emergency period of the 
last war during which extraordinary arrangements for sugar distribution were 
made inasmuch as those arrangements precluded a clear view of the true normal 
trend of the American import market. 

36. For these reasons, the Dominican Government maintains the view that in 
making the new distribution of import quotas for the so-called “full-duty coun- 
tries,” consideration should be given not to the nonrepresentative and misleading 
historical import figures, but rather to the “special factors” referred to in article 
XIII of GATT under “Nondiscriminatory Administration of Quantitative Restric- 
tions.” Paragraph 2 (d) thereof states that in fixing foreign supply quotas “due 
account should be taken of any special factors which may have affected or may 
be affecting the trade in the product.” 

37. In this case, such special factors affecting the United States import-trade 
of sugar are represented by the discriminatory manner in which, under the 
United States quota legislation, the share of importers in the increased United 
States sugar consumption has been distributed amongst the different foreign 
countries catering to this market. 

38. While the total United States imports from foreign countries (not inelud- 
ing the Philippines), from 1934—the first year of United States quota legis- 
lation—to 1951, have increased up to 1,058,000 tons, the full-duty countries 
received a mere 21,000 tons of this increase. The quota provisions of the United 
States Sugar Act allotted to Cuba, however, 1,037,000 tons of this increase. 
This additional 1,000,000-ton quota out of increased United States consumption 
was given to Cuba in addition to her 1934 quota of 1,866,000 tons, which in 
itself reflected already her long preferential treatment within the United States 
sugar-import market. 

39. Although the United States import requirements expanded considerably 
from 1933 to 1951 due to a 20,000,000 increase in the United States population, 
the full-duty countries were excluded from sharing in this increased consumption, 
notwithstanding the fact that the United States reserved in the International 
Sugar Agreement of 1937 the right to increase the import of sugar from foreign 
countries not enjoying preferential-duty rates (art. 9 (c)). 

40. The exclusion of the full-duty countries from the increase of United States 
sugar-import requirements, through discriminatory administration of the quanti- 
tative import restriction, is acknowledged in the following statement published 
in the Sugar Reports of the United States Department of Agriculture, issue of 
March 16, 1950, page 8: 

“The fixed quotas for domestic areas naturally give the advantage of 
increased United States consumption essentially to Cuba. In the proration 
of deficits the current sugar act is also more favorable to Cuba than the 
act of 1937. Under the old act any Philippine deficit was prorated to 
foreign countries other than Cuba; now Cuba receives at least 95 percent 
of any Philippine deficit.” 

Since 1948 Cuba has received over and above her increased share in United 
States sugar imports on the basis of her own quota, additional import quotas 
from the Philippine deficit ranging from 742,000 tons in 1948 to 200,000 tons in 
1951. 

41, In consideration of the facts pointed out above, the Dominican Government 
requests that the prospective sugar act eliminate at least those discriminatory 
features of the sugar-quota legislation resulting from the different construction 
of the Cuban quota and the quota of the so-called full-duty countries. These 
objectionable discriminatory features of the Sugar Act of 1948 are summed up 
as follows: 

(a) allocating to Cuba practically all of the increase in consumption from 
1934 up to date by eliminating the full-duty countries from a participation 
in this increase. 

(b) allocating to Cuba 95 percent of the deficit which occurred in the 
Philippine quota while allocating to the other foreign suppliers only the 
remaining 5 percent. 
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CONCLUSIONS 


42. While the Dominican Government does not recognize, as a matter of 
principle, any arrangement involving discriminatory treatment in international 
trade, the present Dominican proposal takes as a point of departure, for practical 
purposes, the original protected Cuban quota established in 1934, at the outset 
of the quota legislation, on the basis of the Cuban imports during the 1931-33 
period. 

43. This protected Cuban quota which has been maintained up to the present 
time as a minimum of Cuban supplies to the American market was fixed at 28.6 
percent of the total consumer requirements of the United States. 

44. In addition to this protected quota, which allowed the Cuban industry to 
sustain a preferential position within an expanding United States sugar market, 
Cuba received through subsequent United States sugar legislation practically 
the entire share assigned to foreign suppliers as a result of increased imports 
brought about by the growth of sugar consumption in the United States. In 
this way, Cuba was given an increase in its basic quota alone from 28.6 to 33.9 
percent of the total United States consumption. 

45. Thus if the 1951 consumption figure amounting to 8,000,000 ons is taken 
as a basis, the 33.9 percent gives Cuba a quota of 2,712,600 tons instead of 
2,288,000 tons which would correspond to its original basic quota of 28.6 percent. 
It follows that this year Cuba is receiving by way of increased consumption 
alone, an additional quota of 424,600 tons of sugar. 

46. In shocking contrast with these figures, the 1951 quota of the full-duty 
countries (which incidentally received in 1984 a basic quota of 25,836 tons) 
amounts to a mere 37,400 tons, of which the Dominican Republic participates 
in 13.5 percent equivalent to 5,009 tons, 

47. It is the view of the Dominican Government that the extraordinary par- 
ticipation of Cuba in the increased sugar consumption of the United States 
constitutes in effect a double discrimination, because it involves an added privi- 
lege over and above the discriminatory protected Cuban quota granted to that 
country in the American market since the Sugar Act of 1934. 

48. It is suggested, in the interest of correcting such discrimination and re- 
storing equality of opportunities in some measure for the so-called full-duty 
countries in general and the Dominican Republic in particular, that in the pro- 
spective Sugar Act a new distribution of the total import quotas among all 
foreign suppliers be made which will at least divide equally between Cuba 
and the full-duty countries the difference between the tonnage represented by 
the protected Cuban quota of 28.6 percent of total United States sugar consump- 
tion and the current copious Cuban basic quota. 

49. In order to obtain these results, it is proposed that the distribution of 
the sugar quota assigned to foreign countries as contained in the table in section 
202 (c) of the Sugar Act of 1948 be modified to read as follows: 


Area Percent 
ee eee ig a Lt ee See te 2o Seah | rt 90. 92 
Foreign countries other than Cuba and the Republic of the Philippines__.__ 9. 08 


50. It is likewise proposed that the provision of the Sugar Act of 1937, section 
204 (a), under which the total of the Philippine deficit was assigned to the full- 
duty countries be reestablished. 

51. It is further purposed that an amendment to the sugar legislation be 
introduced whereby the full-duty countries will receive a 20 percent share of 
any increase in the present United States consumer requirements above a total 
of 8,000,000 tons which might occur from one year to another during the lifetime 
of the new Sugar Act. 

52. With regard to the specific Dominican quota, it is proposed that 50 percent 
of the total import quota for full-duty countries be assigned to the Dominican 
Republic. To this end the General Sugar Quota Regulations, series 4, No. 1, 
issued December 12, 1936, which regulates the apportionment of quotas for full- 
duty countries under section 202 (c) of the United States Sugar Act, should be 
revised accordingly. 

53. Similarly, the Dominican Republic requests an increase in its liquid sugar 
quota up to a quantity equivalent to 17,500 tons of raw sugar. It is understood 
that this special type of sugar will not be utilized for direct consumption. 
WaASsHINeTON, D. C., May 24, 1951. 
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May 16, 1951. 
Hen. CHARLES F. BRANNAN, 
The Secretary of Agriculture, 
Department of Agriculture, Washington, D. C. 

DearR Mr. SEcRETARY: As you know, W. R. Grace & Co. is an American con- 
cern with important sugar-producing and marketing interests in Peru. It is 
our understanding that the Departments of State, Agriculture, and Interior and 
representatives of the domestic sugar industry are giving serious consideration 
to requesting the extension or renewal of the Sugar Act of 1948 at this session 
of the Congress. 

Representatives of W. R. Grace & Co. and of the Government of Peru have 
had recent discussions with officers of the Departments of State and Agriculture 
and with representatives of the domestic sugar industry in which they have 
reviewed the gross discriminatory treatment which the full-duty countries, and 
in particular Peru, have suffered under the provisions of the Sugar Act of 1948. 
It is, of course, our hope that these discriminations can be removed at such time 
as the legislation is extended or renewed. 


A. BACKGROUND OF THE PRESENT UNFAVORABLE POSITION OF THE FULL-DUTY 
COUNTRIES, PARTICULARLY PERU 


In connection with the annual determination of sugar consumption require- 
ments and the promulgation of quotas thereunder, we have previously pointed 
out that the full-duty countries, and in particular Peru, have, since the institu- 
tion of sugar quota control, had their unfavorable position in this market 
frozen into the pattern created by both the Platt amendment with its preferen- 
tial tariff treatment of Cuba and the absorption of the Philippine Islands into 
the United States with concomitant duty-free status. As a result, imports of 
Cuban sugar into the United States rose steadily from approximately 492,000 
tons in 1902 to a high of nearly 4,500,000 tons in 1922. (See table No.1.) Only 
a combination of severe economic depression and the imposition of high tariffs 
under the Smoot-Hawley Act reduced Cuba’s entries into this market to ap- 
proximately 1,900,000 tons in 1934, the first year of sugar quota control. 

Paralleling this preferential Cuban position was that of the duty-free Philip- 
pines, whose entries rose from zpproximately 6,000 tons in 1902 to approximately. 
1,100,000 tons by 1934. By contrast, Peru, which had entered approximately 
51,000 tons in 1902 entered a mere 8,000 tons in 1934. Furthermore, all full- 
duty countries, which in 1902 had entered more than 1,000,000 tons, by 1934 
entered scarcely 30,000 tons. 

The institution of sugar quota control under the Jones-Costigan Act in 1934 
was designed, among other things, to stabilize the position of domestic and 
foreign producers in the United States market. Thus, as a result of over 30 
year of preferential tariff treatment for Cuba and duty-free status for the 
Philippines, the position granted these areas, as compared with other foreign 
producers, was extremely favorable. Subsequent legislation, in the form of 
the Sugar Act of 1937, continued the preferential position established after the 
Spanish-American War to the great advantage of Cuba and the Philippines and 
to the extreme disadvantage of all other foreign producing areas. 

The 1937 Sugar Act granted the full-duty countries only 0.89 percent of the 
combined quota for both Cuba and other foreign countries, or approximately 
0.4 percent of the total annual sugar consumption requirements of the United 
States. It was fortunate for Peru and the full-duty countries generally that 
a provision of the act provided that the entire Philippine deficit would be 
prorated solely among such full-duty areas, thus partially alleviating the dis- 
crimination inherent in the “token” basic quota granted in the 1937 act. 

Not only did the Sugar Act of 1948 continue an insignificant basic quota for 
the full-duty countries but, for reasons which will be described later, the partial 
relief which had been provided in the 1937 act, by reallotments of substantial 
Philippine deficits, was almost entirely taken away. It will be recalled that 
the 1948 act, instead of giving 100 percent of the Philippine deficit to the full- 
rigs f areas gave such countries a mere 5 percent, reserving the bulk of 95 percent 
to Cuba. 

The effect of the 1948 Sugar Act on the entries of sugar from the full-duty 
areas can be seen from tables Nos. 2 and 3. During the period 1937-41, the 
full-duty areas were able to market an average of nearly 87,000 tons per year, 
whereas from 1948 through 1950 these average annual marketings dropped to 
approximately 58,000 tons. 
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Peru during the period 1937 through 1941 enjoyed average annual marketings 
of slightly over 54,000 tons or slightly more than 62 percent of the average 
annual marketings of all full-duty areas during those years. By contrast, for 
the years 1948 through 1950, Peru marketed only an average of approximately 
26,000 tons per year or slightly less than 45 percent of the greatly reduced average 
annual marketings of all full-duty areas. 

In the present calendar year, as a result of continued reduction in the Philip- 
pine deficit, the full-duty quota has dropped to a mere 47,400 tons, while Peru has 
a total quota of less than 13,000 tons or less than 28 percent of the now greatly 
reduced total quota for the full-duty areas. 

To make matters worse, as the Philippine deficit is further reduced in future 
years, or entirely eliminated, the quota for the full-duty countries, including 
Peru, will be substantially less than that prevailing in 1951 unless corrective 
legislative steps are taken. 


B. RACKGROUND OF THE PRESENT UNUSUALLY FAVORABLE TREATMENT FOR CUBA 


The unusually favorable treatment affored Cuba under the 1948 act, with the 
resultant gross discrimination against the full-duty areas, was admittedly based 
on certain commitments alleged to have been made by responsible United States 
officials to Cuba during the immediate postwar years. 

Allegedly, the 1948 act represents an award to Cuba both for the sale of her 
wartime and immediate postwar crops, as well as a mechanism whereby that 
nation might gradually readjust its postwar production to an anticipated (though 
not realized) reduced peacetime demand for sugar in this and in the world 
markets. The proponents of the 1948 act have argued that the severely discrim- 
inatory treatment of the full-duty countries and the fully preferential treatment 
afforded Cuba was justified because the full-duty areas did not market increas- 
ing quantities of sugar in this market in response to the heavy wartime and 
immediate postwar United States demand. Insofar as Peru is concerned, this 
is a very incomplete story. 


C. FACTORS RESTRICTING PERU’S WARTIME MARKETINGS IN THE UNITED STATES 


It will be recalled that the Combined Food Board, and its successor the Inter- 
national Emergency Food Council, set aside Peruvian production as one reserved 
for marketing within Latin America and in other non-United States markets. 
Furthermore, such allocations by the Combined Food Board and the Interna- 
tional Emergency Food Council were augmented by other controls which fully 
discouraged marketings in the United States by Peru. During the war years, 
shipping restrictions imposed by the Allied Powers generally precluded the possi- 
bility of marketings by Peru in the United States. 

These controls, plus the lack of crop purchases, made sales outside the United 
States mandatory for Peru. Therefore, regardless of whether or not special 
treatment of Cuba in the 1948 act was justified, the gross discrimination against 
Peru was wholly unwarranted on the bases generally set forth by proponents 
of the present act. 


D. TEMPORARY NATURE OF PRESENT HIGHLY-PREFERENTIAL TREATMENT OF CUBA 


On the other hand, even the most ardent advocates of the grossly preferential 
treatment of Cuba, provided by the 1948 act, recognize that such treatment was 
not to be of a continuing nature. At the time the act was passed it was admitted 
that the legislation, by reason of its expiration date, would represent a very full 
and complete recognition of any outstanding obligations of the United States to 
Cuba arising from that Nation’s wartime and immediate postwar performance. 

The fact that Cuba has chosen not to reduce its production or the fact that that 
Nation may now not be willing to give up the temporary advantages gained 
under the 1948 act should not preclude efforts by the United States to return at 
least to the levels enjoyed by the full-duty countries prior to the passage of that 
act. Furthermore, a move to eliminate the gross discriminations of the 1948 act 
is especially in order in view of the fact that, during the existence of this legisla- 
tion, the United States has pledged itself to the principles enunciated in the 
Habana Charter for an International Trade Organization and has become a 
signatory to the General Agreement on Tariffs and Trade. In these undertak- 
ings, the United States has pledged itself to the elimination of tariff preferences, 
unwarranted or unrepresentative quota restrictions and other discriminatory 
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international trade practices. We must view any effort to continue the dis- 
criminations of the 1948 act against the full-duty areas as violative of the basic 
principles of international trade to which the United States is committed. 


E. NECESSARY REVISIONS IN THE 1948 ACT 


With these thoughts in mind, we suggest that the following changes in the 1948 
act are in order: 

1. Revision of the basic quota available to foreign countries other than Cuba 
and the Philippines, 

2. Revision of the share in the Philippine deficit for foreign countries other 
than Cuba. 

3. Revision of the formula whereby the full-duty countries share aS amongst 
themselves in the quotas available to them, i. e., either the basic quota or the 
quota resulting from deficits in the quota for the Philippines. 


F. BASES FOR REVISION OF FULL-DUTY QUOTAS 


There are two primary factors which should properly be considered in revis- 
ing the full-duty quotas in the Sugar Act of 1948, namely past marketings and 
eurrent ability to market. Generally, a period of recent past history would 
provide a better and more logical basis for revision of Sugar Act quotas than 
would history of performance in a period too far removed. However, it must 
be borne in mind that any recent period of performance reflects not only the 
inherent discrimination against the full-duty areas resulting from the long pref- 
erential treatment of Cuba and the duty-free status of the Philippines but re- 
flects as well the varying degree of additional restriction provided by the Sugar 
Act quotas themselves. 

The most recent years, 1948-50, should necessarily be excluded as a measure 
of past marketings because of the gross arbitrary discrimination which the 1948 
act provides over and above the basic restrictions resulting from tariff preference 
and those over and above the two previous sugar acts. The next available 
rearby period, i. e., the years 1942 through 1947, cannot properly be used to 
ineasure past performance because they are war and immediate postwar years 
in which marketings were subject to shipping restrictions, international alloca- 
tions, import-export controls, rationing, crop purchases, and other abnormal 
factors. 


G. FORMULA FOR REVISION OF THE OVER-ALL BASIC FULL-DUTY AND CUBAN QUOTAS 


While recognizing that the Sugar Act of 1937, like all sugar quota control 
legislation, contains the inherent discriminations resulting from preferential 
tariff treatment, the years 1937 through 1941 under that act represent the most re- 
cent comparatively normal years which can reasonably be used as a measure of 
past marketings. It is on the basis of the marketings during these years that the 
percentage revisions suggested for the basic quotas of the full-duty countries and 
of Cuba have been determined. 

Table No. 2 sets forth the marketings in the United States of Cuba, the full- 
duty countries as a whole, and the marketings of the principal full-duty coun- 
tries individually during the base period which has been chosen as a fair measure 
of the past marketing history of the various foreign areas supplying sugar to 
the United States. 

It will be recalled that the 1948 act grants Cuba 98.64 percent of the sugar to 
come from all foreign areas other than the Philippines and reserves a mere 1.36 
percent to all other foreign countries. Utilizing the base period, 1937-41, the per- 
centage sharing by these two groups would by the method herein suggested be 
revised to 96.03 percent for Cuba and 3.97 percent for the full-duty countries. 

With respect to ability to market, a review of the production history since 1937 
of Cuba and the principal full-duty areas, as shown in table No. 4, indicates that 
the present production of all of these countries equals or exceeds the production 
which they had in the years 1937-1941. While it is true that Cuba, more so than 
any other foreign supplying area, has greatly increased its production over that 
of the years 1937-41, it must again be pointed out that the United States, through 
direct and indirect incentives, is largely responsible for this greatly expanded 
Cuban production. 

During the war and immediate postwar years, through a series of purchase 
contracts between the United States and Cuba, the United States directly stimu- 
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lated increased Cuban production. These purchase contracts were invariably 
accompanied by special preference to Cuba in matters of essential scarce food- 
stuffs, fertilizers, machinery, and equipment. Furthermore, more recently, the 
United States, through its purchase of large blocks of Cuban sugar for use in 
the occupied areas of Germany and Japan and through ECA financing of addi- 
tional purchases, has kept Cuban production going at record levels. While it 
is true that these purchases and financing of Cuban sugar have been of indirect 
benefit to the full-duty countries, the latter did not enter the postwar period 
with greatly expanded sugar economies resulting from United States wartime 
stimulation, nor were they free to engage in sizable capital investments to provide 
sugar which might only temporarily be required by emergency United States 
programs. Cuba, on the other hand, by already having expanded its production, 
has been able to supply the quantities which the United States has bought or 
financed. Such continued production has, of course, precluded Cuba’s carrying 
out her commitment made at the time the 1948 Sugar Act was passed, namely, 
gradually to reduce her production to normal peacetime levels. 

It would seem therefore, appropriate and fair to consider the factor of ability 
to market only to the extent that the supplying area concerned, in general, 
appears to have the productive capacity now which it had in 1937-41. The 
comparatively small percentage increase which the full-duty areas would acquire 
under the suggested revision of the quota for such areas is one which these 
nations could readily fill in view of their current levels of production. 


H. REVISION OF THE PRORATION OF THE PHILIPPINE DEFICIT 


It has been pointed out above that another serious discrimination against the 
full-duty areas results from the fact that, while the 1937 act gave all of the 
Philippine deficit to the full-duty countries, under the 1948 act only 5 percent 
of such deficits go to these areas, the remainder of 95 percent being allotted to 
Cuba. 

In terms of the objective of the United States under the 1948 act to help Cuba 
gradually reduce its production at the same time the Philippine industry was 
rehabilitated, a temporary change in allotting some of the Philippine deficit to 
Cuba seemed appropriate. A temporary change in the distribution of the deficit 
was also particularly appropriate, in view of the huge deficiencies in the Philip- 
pine quota in the immediate postwar years. But even with these considerations, 
a revision so grossly discriminatory as that provided by the 1948 act was hardly 
justified. 

At the present time, in view of the fact that the Philippine deficit has now been 
greatly reduced and in view of the fact that almost exclusive allotment of the 
deficit to Cuba is no longer warranted it is urged that any Philippine deficiency 
again be reserved exclusively for allotment among the full-duty areas, as pro- 
vided previously in the 1987 act. Best estimates of production prospects in the 
Philippines indicate that, by the time the present act expires, Philippine produc- 
tion will have returned to its prewar levels. In fact, should production in the 
Philippines reach the levels anticipated by the Philippine Government, there 
would be no significant deficit in the quota for that country by 1953. However, 
to the extent that this area should fail to meet its quota, the full-duty areas 
ought again be given the opportunity to supply such sugars. 


I. REVISION OF THE FORMULA FOR PRORATING THE BASIC QUOTA AND PHILIPPINE 
DEFICIT AMONG FULL-DUTY COUNTRIES 


The basis upon which the full-duty countries share the basic quota available 
to them and upon which, for the most part, deficits have been administratively 
allocated to them, is a formula promulgated by the Secretary of Agriculture 
in 1936 under the provisions of the Jones-Costigan Act. This formula is now 
incorporated in the act itself in section 202 (c) and therefore, provides a man- 
datory basis upon which the Secretary of Agriculture must allocate the total 
basic quota available to all full-duty countries. The formula is derived from 
marketings of the full-duty areas in the years 1926, 1929, and 1930. On this 
basis, as shown in table No. 5, the percentage enjoyed by Peru is only approxi- 
mately 22 percent, whereas during the years 1937-41 Peru actually marketed 
approximately 62 percent of all the sugar entered into the United States market 
by the full-duty nations. Furthermore, as shown in table 3, even under the 
grossly discriminatory Sugar Act of 1948, Peru has been able to market nearly 
45 percent of all the sugars entered into the United States by the full-duty 
countries during the first 3 years of that act. 
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The reduction which has taken place during 1948-50 in Peru’s share of the 
full-duty quota, as compared with its share of 62 percent in the years 1937 
through 1941, has resulted from the fact that nations which had long ignored 
their quotas have, for various reasons, now seen fit to utilize them in whole or 
o part. The principal incentive in recent years, has, of course, been the scarcity 
of dollars, 

From the above, we believe it will be agreed that the formula now spelled out 
in the act is far from adequate as a measure of the relative past history and 
ability of the various full-duty areas to supply sugar to this market. For the 
reasons which have previously been set forth, as well as the temporary incen- 
tives which have encouraged countries temporarily to fill quotas long ignored, 
the wartime years, 1941-47, and the year 1948-50 are neither fair nor equitable 
ones upon which the relative position of the full-duty areas ought to be es- 
tablished. 

Again, in seeking a comparatively normal, representative period, it would 
appear that the relative performance of the full-duty countries in the years 1937— 
41 would be a fair basis upon which the basic quota and division of deficits ought 
to be established. 


J, EFFECT OF RECOMMENDED REVISIONS 


To illustrate the effect of these recommended changes in the act, table No. 6 
sets forth the quotas which would result for each of the principal full-duty coun- 
tries based upon a sugar consumption estimate of 8,000,000 tons and a deficit of 
100,000 tons in the Philippine quota. 


K. RECOMMENDED AMENDMENTS TO THE 1948 ACT 


The revisions herein suggested are comparatively simple ones, requiring 
changes only as follows: 
1. Revision of the basic quota for the full-duty countries 

In section 202 (c) substitute the following table for that now appearing: 


Area Percent 
Cuba... BRAG Use SLT SLPS apss Bd Or eet hy RMR MET OMS Ge ATU Cry eee PO Peete Lee 96. 03 
Foreign countries other than Cuba and the Republic of the Philippines_.__.. 3.97 


2. Revision of the proration of the Philippine deficit 

In section 204 (a) insert after the words “* * * by prorating an amount of 
sugar equal to the deficit so determined * * * the below-listed text in com- 
plete substitution of the text and tables which now follow those words: “to 
foreign countries other than Cuba and the Republic of the Philippines. Any por- 
tion of such Philippine deficit which the Secretary determines cannot be sup- 
plied by foreign countries other than Cuba and the Republic of the Philippines 
shall be prorated to Cuba.” 


8. Revision of the prorations of the basic full-duty and of the Philippine deficit 
among the full-duty countries 

In section 202 (c) the last sentence of the section would be revised to read 
as follows: i 

“The quota for foreign countries other than Cuba and the Republic of the 
Philippines shall be prorated among such countries on the basis of the marketings 
of such countries in the United States during the calendar years 1937 through 
1941.” 

Section 204 (d) would be changed to read: 

“Any proration among foreign countries other than Cuba and the Republic 
of the Philippines pursuant to this section shall be on the same basis as that 
provided in section 202 (c).” 

The views outlined above represent those of the entire sugar industry of 
Peru, which W. R. Grace & Co. has been authorized to represent in connection 
with Sugar Act legislation. 

Very truly yours, 
W. R. Grace & Co. 
, President. 





Attachments. 
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Basic quotas, proration of Philippine deficit and adjusted quotas, 1951 





[Short tons, raw value] 

































ae of djusted 
a eficit in Adjust 
Production area Basic quotas quota for quota 
Philippines 
United States beet.................-.-----.- 4S aE A a ee 1000, G00i......4.-.-- 1, 800, 000 
ND. bv Se cde cach enind ea NalipheS .adkin ie buckeea 3 ere 500, 000 
ian CU Counasaegss iu eels ue pehuiendeadeddnitesaoed RE oltetiwnnctonss 1, 052, 000 
NRC RES Rees 5 PS SON, eee lh alae 910, 000 
NS 8 Bi iictwraie tabdadwassek teen hab udeodeenaebnuae SE ce herder 6, 000 
RN ote es ee ree et ge 982, 000 (200, 000) 782, 000 
eee iaak TAS alps no clad See Eb RIOT Ss Kidde geotesicne 2, 712, 600 190, 000 2, 902, 600 
I SU ht ee sew sau neerebece 37, 400 10, 000 47, 400 
NS adhe alti crktte ce dite Orban mantnnbh <= dadiagies vb aemes ef Xf eee 8, 000, 000 
PRINCIPAL FULL-DUTY COUNTRIES 
UTES CRS hy Ra be AOS AER ie ES LM 8, 349 | 4, 493 | 12, $42 
a, hae encdaladceuvnanapesnatheasees 5, 009 2, 696 | 7, 705 
I Sn RL Bi nc civkhanwiamousiiendnactple~sé4<ee4 252 | 0 | 252 
Haiti sealiiaisetneailaincapeetonnintiaetinn hein icannnsdananehien 1 692 | 373 | 1, 065 
Honduras.-..-_.- m | 2, 579 | 0 2, 579 
Mexico. . : ea sce he SB yasgs AAG emp he NEM s 4, 531 | 2, 438 | 6, 969. 
PR ins cok wlsdpsceaiedd se canigacawetieasineuessubiabay -| 7, 678 | 0 | 7, 678 
Ea deca sels Meng ee ES RS EE 6, 166 | 0 | 6, 166 
SN. iliaath ahs Ri blagbh dehcicin tie cela anemia ad ee 1, 894 | 0 | 1, 894 
RNIB woo cosa oh lb cleat < cnawar na di oucehonas. 250 | 0 | 250 
RS acnati trash cn eas kankactunieoeen Seckod 37, 400 | 10, 000 | 47, 400 
| | 











TABLE 1.—IJmports and marketings of sugar in continental United States from 
Cuba, Philippines, and Peru for years 1900-1935 


(Thousands of short tons sugar '] 














| | 
; Philip- 
Cuba pines Peru 
ee | 
PRC a 353 | 25 oS Pe a 
eee 549 | 2 a” | eee 
| 492 6 ic deta ckacans 
ae 1, 198 9 Re Oi | 
| ae 1, 410 31 OE eleesgelaetaialagig 
aaa 1,029 39 964) 2008-5 A deisese cs: 
ee 1,391 35 dy” ORI rraeialaeagt 
SRD 1, 618 13 2: aeeiess 
Wee 1, 155 19 ic. eee 
an dete 1, 431 42 Al WT. skkkd--< 2-5. 
1910 ---| 1,785 88 Bl AOU Goce ok Lau 
| See | 1,674 115 3/5 Vas 
ES | 1, 593 218 aie & eae 
ae ae 2, 156 102 a aaa fs 
ee A | 2463 58 Cg. ._ eae 
| RE ES ee | 2.392 163 ES a ean ae 
|| ies age | 2.575 109 Ot) 1000s 
Wes sess: 2, 335 134 40 | OB seiccitccnonsens 














hilin- 
pines 





Peru 


?) 


(*) 








! Data for years 1934-35 are short tons, raw value. 
2 Quantities less than 1,000 tons. 


Norte.—Years 1909 to 1917 are fiseal years July 1 to June 39; years 1918-35 are calendar years. 
1900 through 1933 are general imports. Data for 1934-35 are marketings under the Jones-Costigan 
Sources: Foreign Commerce and Navigation for years 1900 to 1933. 
culture for years 1934-35, 


Data for 
Act. 


United States Department of Agri- 
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TABLE 2.—Marketings in the United States of sugar from Cuba, full-duty coun- 
tries, and the principal full-duty countries for years 1937 through 1941 


{Short tons, raw value] 
























































a7 2 Annual | Per- 
1937 1938 1939 1940 1941 Total average | cent 
a eee ee 2, 155, 218/1, 940, 823) 1, 930, 151) 1, 750, 254) 2, 699, 678) 10, 476, 124/2, 095,224) 96.03 
Full-duty countries... .____- 155) 75, 114) 162,021) 217,336) 189,934) 433,560) 86, 712 3.97 
eee FSCS ee Ss SRE eRe anwes 10, 900, 684 2,181, 086 100.00 
PRINCIPAL FULL-DUTY COUNTRIES 
7 ; foal + tn a | | j 
Naar ahe ait decsdionictien ces Sicsartel 53, 573) 56,255; 38,599) 13, 250) 108, 208| 270,485) 54, 097! 62.39 
Dominican Republic. ._____-| 25,905; 6,165) 17,920) 3,162) 71, 615) ~ 767| 24,953) 28.78 
See 750) 542) 253) 0| 185] 1, 730) 346) .40 
encore natal 451) 3, 234 493) 446) 8, 411) 13, 035) 2, 607) 3.01 
Sec 0) 0) 0) 0) 0) 0) ieee 
I i ins seein hs 198 122 327 357 479) 1, 483) 297) 34 
I cs Tok Magn meee aay 2, 647 5, 455 3, 699 0 0) 11, 801) 2, 360) 2.72 
Salvador. __- 0 180) 0 0) 0 180] 36 . 04 
Other full-duty ‘countries - ---] 5, 631 3, 161) 730 121) 436) 10, 079) 2, 016) 2. 32 
Total full-duty countries ~ 89, 155 75,114) | 62, 021 2 17, 336 189, 934! 433, 560| 86, 712) 100.00 
| | | 





1 No reallotment was made of the deficit for full-duty countries. 
Reallotment of the deficit for full-duty countries was on Decem- 


? Philippine deficit was not reallotted. 
r 30. 


Source: U. 8S. Department of Agriculture. 





TABLE 3.—Marketings in the United States of sugar from Cuba, full-duty coun- 
tries, and the principal full-duty countries for years 1948, 1949, and 1950 


[Short tons, raw value] 


























| Annual | : 

| 1948 | 1949 1950 Total | average ie reent 
SETAE OPT PRL Liens BPTI SE, 
an acide ainbn tdi didingaaghia tad ied 2, 926, 605 3, 092, 976 | 3,265,088 | 9,284,669 | 3,094, 890 * 98.15 
Full- duty “countries._...--.__- ee | 61, $81 4:) 51, 578 | 61, 503 ‘174,’ 962 | | 58, 320 1.85 
ae a Tae ee PR Re [aoe eran 4 9, 459, 631 | 3, 158, 210 100. 00 
ae Pe 
PRINCIPAL FULL-DUTY COUNTRIES 

meee ee | | | | ; 
a 20. Sst Bo aa 25, 384 | 21, 589 | 30, 820 77, 793 | 25, 931 46 
Dominican Republic__.....-..--.-- | 15, 231 | 12, 333 | 20, 4 | 47, ~ | 15, 971 27.38 
on, RE Se Se 0 | 0 | | ) | Sh SECTS 
SS 2 ae 37 ae | 1,055 | 1,372 | 2, 20 | 4, ws? | 1, 444 2. 65 
SS See Bes 0 0 | 0 | |S Rea 
PR ite Sb ays chinnh kde span | 8,352 | 9,361 | 1, 914 19, 627 6, 542 11. 22 
ESE EES Fe | 2, 130 | 5, 244 | 6,172 13, 546 4, 515 7.74 
Salvador_-___- sedate unt 6, 107 | 1, 067 | 0 q, 174 2, 391 4.10 
Other full-duty countries... -___- j 3, 622 | 612 45 4,4 77 1, 426 2.45 
} — — | ———_—|} _|—_—————— | OOO” 
Total full-duty countries....| 61, 881 | 51, 578 | 61, 508 | "174,962 | 58,320 | 100.00 





Department of Agriculture. 


Source: U. 8. 
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TasLe 4.—Production of sugar in Cuba, Peru, and other principal full-duty 
countries for years 1937 to 1951 


{In thousands of short tons, raw sugar] 























Year Cuba | Peru ae Guatemala| Haiti |Honduras}Mexico! Nicaragua | Salvador 
ae 3, 379 455 500 35 40 2 315 9 19 
ea C 3, 380 378 473 38 46 2 338 9 16. 
1939_........| 3,004 417 475 38 46 2 389 9 16 
ER * 3, 128 522 502 39 45 1 327 12 16 
fe a 2, 734 508 449 52 35 1 358 16 18 
| 3, 804 515 528 52 39 1 476 15 20 
eR | 3,240} 430 472 52 48 1 456 18 22 
1944......-.- 4,738 | 460 567 66 64 1 460 17 2B 
Tae 3, 468 407 54 50 2 439 14 20 
Rs. 6 sone 4, 476 438 505 65 44 2 444 17 22 
1947__. --| 6,488 476 512 68 49 2 578 17 32 
ies onc 6, 675 520 465 81 47 2 714 20 33 
1949___. -| 5,7 | 518 525 7 47 2 754 22 23 
a | 6, 126 | 549 524 76 54 6 712 23 30 
TOE 9i cana 6, 384 532 575 78 56 6 800 25 35 

















1 Preliminary. 
2? Estimated. 


Source: Bureau of Agricultural Economics, U. S. Department of Agriculture. 


TasLe 5.—Basis upon which the full-duty countries’ basic quota is prorated 
among them as promulgated by the Secretary of Agriculture in General Sugar 
Regulation, Series 4, No. 1, issued Dec. 12, 1936 








| 




















ar | : 
Country > Percent Country party Percent 
Ny 2. hte ge baeceducss 11, 114, 100 22. 472766 ROMER FUG 5. - < socae chn wee 20, 597 . 041648 
Nicaragua.-.-......-.----.- 10, 221, 004 20. 666921 || Argentina.._..-...-.-.--- 14, 577 . 029475 
Salvador... ..---.-| 8, 208, 542 16:507734: |i Janan...........--..--.. 4, 009 . 008106 
Dominican Republic i Se | 6, 668, 480 13. 483701 || Italy. ._- detaehe dswigatee 1, 751 . 003540 
Mexico. ....--...--- ...-| 6,031,877 | 12. 196486 || Brazil....-.....---------- 1, 197 | . 002420 
a Sa | 3, 432, 568 | 6.940671 || Colombia_._..._--  deuaak: 267 . 000538 
Haiti Bet: SSR -aaal 921, 614 | 1, 863500 || Australia. ................ 204 . 000412 
Canada___- -.-----}> 564,205 1, 140825 || France _. Fe PEs ES 75 . 000354 
United Kingdom.__-__-..| 350, 667 | 709051 || Germany... agae es’ 117 . 000236 
Guatemala... _...-...----- | 334,902 | .677176 || British Malaya......__-- 2 - 000053 
Belgium.........-.--..-..| 294,308 . 595092 || Dutch West Indies es. 6 000013 
Venezuela. -| 200,002 | 586384 | ——— — | -__— 
China and Hong Kong... 288, 114 } - 582569 | Subtotal__ .----| 49, 455, 860 | 100.0 
Czechoslovakia-- - _-- ‘ 263, 302 | . 582397 \| Unallotted reserve... ._-- 3, 764, 140 |. 
Netherlands. ____----..--| 217, 865 | . 440526 || beeen tes —|——___—— 
| 2 nn eda See got See eee 
| | 


Dutch East Indies. “3 211, 384 | . 427420 





TABLE 6.—Quotas which would result for each of the principal full-duty coun- 
tries as effected by the recommended changes of the 1948 Sugar Act 


[Short tons, raw value] 














| | Estimated 
Basic Philippine | Revised 

| deficit | 

} 
Camera a «25d a nese ncc cc cadasnecacdnbeepintnsd axe 8, 000, 000 |_.---- a ieit 8,000, 000 
Vea Bintae berks 2 oo) ets Saetes sat | 1,800,000 |... | 1,800, 000 
NG OND, ce 8 dks nb ce adnieussedseun= ics sees itpilegadaaicl | ak = 500, 
oot os Soe nin coh oeancquphtaaneith boamdeakee dings | NA eae .s 1, 052, 000 
RO ia) Shiba sag lob hn dndcainbe ngprancn~ sideahins nay Ope, Gee F-s.66 ss. | 910, 000 
IR Re RETIRE SS ae ye AR SR Aeria< satin at 6,000 |___- 6,000 
os FREER ISSR RE OAS a Dee ane} 982,000 | (100, 000) | 882, 000 
RNS SLES ciety 565 otetpmdan hands Saiitlben aaeee seh asaeweien 2, 640, 825 I sé 2, 640, 825 
Full-duty countries. --...........--...--.- ge ac Re ay ES api o | 109, 175 | ~~ 100, 000 | 209, 175 


_ ” RMAPER v isn dh eopneaS bapa tee Arewee tensaitacecaaaias | 8,000,000 | |------ _......| 8,000,000 
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TaBLe 6.—Quotas which would result for each of the principal full-duty coun- 
tries as effected by the recommended changes of the 1938 Sugar Act—Continued 


PRINCIPAL FULL-DUTY COUNTRIES 














Estimated 
Percent Basic —— Revised 
deficit 

I AE NY a! EAD x Rees Pe 62. 39 68, 114 62, 390 130, 504 
Dominican: Mevublie. «vis ...-. 5... nc Sho Sek be 28. 78 31, 420 28, 780 , 200 
IN tt eo aie a 40 437 400 837 
” bE a © RS RE Pe RT 3.01 3, 286 3,010 6, 296 
RI FO SEG A TERED OLA 0 0 0 
SE ichedinsncapereddihensseehancensociedilinkdusubibe .34 371 340 711 
ee . _, SR SS ET SRS iit onkidebine 2.72 2,970 2, 720 5, 690 
RIES 25" SSS ES eae Fe 04 44 40 S4 
| RE EO ERP STEREO 2. 32 2, 533 2,320 4, 853 
|. ES es SS Ce ee = ee Ce 100.0 109, 175 100, 000 209, 175 

















The CHarrman. Before we recess, I would like, at the request of 


Mr. Andresen, to hear from Mr. William DeWinter, of Minneapolis, 
Minn. 


STATEMENT OF W. J. DeWINTER, REPRESENTING THE SPRING- 
WHEAT MILLERS OF THE FLOUR MILLERS’ EXPORT ASSOCIA- 
TION, MINNEAPOLIS, MINN. 


Mr. DeWinter. Mr. Chairman and gentlemen of the committee, 
my name is W. J. DeWinter, representing the spring-wheat millers 
of the Flour Millers’ Export Association; namely, General Mills, Inc., 
Pillsbury Mills, Inc., International Milling Co., Russell-Miller Mill- 
ing Co., Commander-Larabee Milling Co., and other spring-wheat 
growers of the group. 

The average imports of wheat flour into Cuba during the past few 
years has been 3 million hundredweights per year, of which about 90 
percent has been milled in the United States. No wheat was imported. 
About half of this total has been flour milled from United States wheat 
because Cuba gave a preferential duty on United States wheat flour. 
Without this preference, we believe little business could have been 
done on flour milled from United States wheat. 

Cuba has now granted full exemption from duty, consular fees, sales, 
and other taxes to the wheat imported for a new mill being constructed 
in Havana. These exemptions presently apply to 80,000 tons of wheat 
per year and represent an advantage of at least 90 cents per hundred- 
weight of flour on about 40 percent of Cuban consumption. It is 
rumored that the owners now speak of doubling the capacity of the 
new mill and if granted the same concessions for the increased capacity 
they will have an effective monopoly. 

The American farmer has been supplying about half the Cuban 
market, based on the duty preference given flour from United States 
wheat; but wheat for the new Cuban mill will enter from any country 
without duty and with the loss of United States preference it is be- 
lieved the entire supply will come from countries where prices are rela- 
tively lower than ours. 

In addition to effectively canceling the duty preference previously 
given United States farmers, and granting the new mill duty and 
tax concessions that are insurmountable for United States mills, the 
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Cuban Minister of Commerce advised our representatives last week 
that the new mill will receive its full requirements in subsidized wheat 
under the International Wheat Agreement. The established mills were 
asked for suggestions as to how the balance should be divided. In 
other words, the new mill is assured of cheap wheat and no duty or 
sales tax, while United States firms who have worked for years to 
develop this business are being arbitrarily cut back. 

We have no objection to the establishment of this new mill in 
Cuba. Its advantages of cheaper labor, lower transportation costs, 
and so forth, are natural advantages we accept. In justice, if wheat 
enters Cuba free of duty and tax, flour should also, and we have 
urged this course on the Cuban Government without success. 

The bill this committee has before it is most important toCuba. You 
are considering granting Cuba a continuance of special preference in 
the United States sugar market at a time when Cuba is actually with- 
drawing preferences granted to American agriculture and discrimi- 
nating against American industry. This committee is our only hope of 
the removal of the gross discrimination against us. 

The present bill calls: for repeal of section 202 (e) under which 
certain privileges of the act are withdrawn from countries that deny 
fair and equitable treatment of United States commerce, navigation, 
and industry. We suggest that action on the bill be withheld pending 
investigation and possible consultation with Cuban authorities, and 
we urge you to reinstate section 202 (e) with added safeguards. 

The CuatrmMan. Mr. DeWinter, in your statement you indicate that 
the inducements offered by Cuba are general in application and as a 
result of the uniform application they will, probably, get additional 
quantities of wheat from places other than the United States. So, 
from that standpoint you can see it is equitable treatment. I do not 
see anything inequitable about it. It may be that they have forced 
us to give up a preference which we enjoyed heretofore. In the bill 
that we have before us, of course, Cuban sugar is refined here in this 
country in large part; is it not ? 

Mr. DeWinvter. That is right. 

The Cuatrrman. And we are protecting the refiners of this country 
in the legislation currently being considered here. I just wondered if 
you had taken that into consideration in complaining about Cuba 
developing its own flour-mill industry. 

Mr. DeWrnter. That was not taken into consideration. I was 
more interested in the loss of Cuban market for American wheat and 
flour. They do not grow any grain down there. I do not think they 
ever will. 

The Cuarrman. We not only refine Cuban sugar here but we refine 
the sugar produced down in Puerto Rico. 

Mr. DeWinter. That is right. 

The Cuamman. And we do not let them refine it themselves. That 
is something that will have to be considered during the course of the 
consideration of this measure. 

Mr. Anpresen. As I understand it, this particular mill that is being 
constructed down there will have an advantage of paying no taxes, 
no impost duties on this wheat that comes into Cuba, some eighty 
thousand tons of what which will be milled in the new mill. As you 
stated, I believe, as a ruile the price of wheat in Canada and other coun- 
tries outside of the United States is lower than the price of wheat in 
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this country. And, therefore, it is assumed that most of the wheat 
will be purchased, if not all of it, from other countries outside of the 
United States to be used in that mill; and, with the advantages the 
mill has, the American flour millers will have to pay a tariff duty of 
90 cents a hundred in order to get their flour into Cuba. Is that sub- 
stantially correct ? 

Mr. DeWrnter. That is the whole point; yes, sir. 

Mr. AnpreEsen. Do you know of any other mills or industries that 
have gone into Cuba lately to produce American-made products; 
that is, products from raw material produced in this country / 

Mr. DeWrnrer. Rayon mills are the only ones that I know of. 

Mr. ANnpRESEN. Have there been any shoe factories or textile mills? 

Mr. DeWrnter. I believe the rayon interests also have textile mills. 
I do not know about shoe factories. 

Mr. Horr. Just one further question in that connection. What you 
are complaining about essentially is that while we have a preferential 
treaty with Cuba, a reciprocal agreement with Cuba covering the 
tariffs and other trade matters, that the Cubans are coming in now 
under this arrangement and are doing away with any semmltstits for 
preferential tr eatment, because they are taking the duty off altogether 
on wheat. I understand they retained the duty on the flour and are 
protecting their own industry in that way, but they are taking the 
duty off the wheat, so that there is no opportunity whereby a wheat 
producer i in the United States can secure preferential treatment as far 
as the importation of the wheat into Cuba is concerned; is that the way 
you understand it ¢ 

Mr. DeWrntrr. That is correct, sir. 

Mr. Horr. And to that extent then, they have taken this method 
of nullifying any benefits that might come to this country by way of 
the preferential treaty, so far as w heat is concerned ¢ 
Mr. DeWinter. That is right, sir. 

The Cuamman. Thank you very much, Mr. DeWinter. 

We will have to recess now. We will reconvene at 2:30 p. m. 
(Whereupon, at 12 noon the committee recessed to reconvene at 
: 30 p.m. of the same day.) 


bo 


AFTERNOON SESSION 


The CuatrMan. The committee will be in order. 

Since some reference was made this morning to the obligations of 
Cuba and claims held by Americans against people of Cuba, I have 
a letter from the Cuban Ambassador which I think is appropriate 
for me to read at this time. It is dated June 28, 1951, addressed to 
the Honorable Harold D. Cooley, chairman, Committee on Agri- 
culture. It read as follows: 


In connection with certain statements made during the hearings on H. R. 
4521, a bill to amend and extend the Sugar Act of 1948, now under consideration 
by your committee, I am pleased to advise you that in the new budget recently 
approved by the Cuban Congress for the fiscal year beginning next Sunday, 
July 1, 1951, there has been included an appropriation in the amount of $4,000,000 
to make payment of past-due obligations. 

I am also pleased to advise you that Cuba has fully paid to the United States 
Government all its obligations under the Lend-Lease Act which at a time 
amounted to over $6,000,000 and I had the privilege to deliver a check for the 
final settlement of this account to His Excellency the Secretary of State in the 
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it amount of $335,329.46 last April, thus completing payment of this past-due 
account. 

le As these facts may be of interest to your committee, I am taking the liberty 

1e of bringing them to your attention. 

rf Respectfully yours, 


)- 4 Luis Macuapo, Ambassador of Cuba. 


Mr. Anpresen. Is that to be interpreted that the Cuban Govern- 
ment is paying these private claims? 
at The Cuatrman. The letter speaks for itself. It has reference only 
33 to the obligations of the Government of Cuba, as I understand it. 
Mr. Anpresen. It does not deal with the private claims due Ameri- 
can citizens ? 


3% E The Cuatrman. No mention is made of that fact at all. I assume 
s. q it has no reference to private obligations. 

; I would like to inquire if there is any person present who is sched- 
yu j uled as a witness which is under pressure of time and feels that he 
al i would like to testify now, anyone who has to leave the city, we might 
1e accommodate him at this time by letting him testify. 

w I understand that Mr. Ross is here in place of Mr. Rising of the 
or Western Beet Growers Association. 

er j The committee will be glad to hear you. 

re ; 

1e j STATEMENT OF WALTER ROSS, PRESIDENT, WESTERN BEET 
at q GROWERS ASSOCIATION, FISHER, MINN. 

.r ; 

Ly : Mr. Ross. Mr. Chairman and gentlemen, my name is Walter Ross. 


I live on and own a 1,800-acre farm, near Fisher, Minn., in the Red 
River Valley. I have raised sugar beets continuously for 25 years. 


yd It is my principal cash crop. I raised 400 acres of sugar beets in 1950 
of q and have recently completed planting 400 acres of beets for harvest this 


fall. In the general area in which I farm, sugar beet acreage has 
increased from 400 acres in 1920 to nearly 80,000 acres this year. These 
figures testify to our belief that sugar beets are well adapted to 
: the soil, climate, and farm-management practices in the Red River 
at | Valley of the north. In the future there will be further expansion of 

sugar beet acreage in the Red River Valley and other areas represented 
by the Western Beet Growers Association if quota and processing 
: facilities are provided. : 
: I am president of the Western Beet Growers Association. At a 
recent meeting of our board of directors, I was directed to seek the 





of opportunity to present to this committee an official statement of our 
ve position relative to the legislation you are now considering. 
te The Western Beet Growers Association was organized at Denver. 
to Colo., November 13, 1939, to encourage and aid in the development of 
ri- ; the sugar-beet industry in the United States. This means adequate 
4 facilities to process the production of growers desiring to produce 
R { sugar beets, as well as such upward adjustment of the quota for do- 
‘on mestic beet sugar as is required from time to time to permit marketing 
tly 4 and encourage investment in processing facilities. Increases in quota 
Ay, ‘ for domestic beet sugar are also deemed to be necessary by our asso- 
at 3 ciation as assurance to growers that their investment in mechanized 
tes | beet-growing equipment can be amortized over a period of years. 
me Our association recognizes a mutuality of interest with cane and 
the : beet growers in all sections of this country and has cooperated with 


the é . 
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organizations representing growers in all domestic areas. It has 
favored a program of regulation and of production which will assure 
pofitable returns to both beet and cane growers, fair wages to labor 
employed in the growing and processing of sugar beets, reasonable 
earnings on investment in refineries and processing plants and, which 
will at the same time, provide adequate supplies of sugar for Ameri- 
can consumers at fair prices. 

It is the firm belief of our association that sugar consumers in this 
country can only be assured of needed supplies at reasonable prices 
during periods of war and preparation for war by the production 
of cane and beet sugar in continental areas to the extent of at least one- 
third of average national requirements. We assert that encourage- 
ment of such volume of production is in the general national welfare 
and should be an established policy. In this connection we call 
the committee’s attention to the steadily rising consumptive require- 
ments brought about by both population growth and the increase 
in demand per capita. Sugar requirements are increasing yearly by 
about 120,000 tons as a result of population growth alone. 

We also desire to call to the committee’s attention the production 
of sugar from continentally produced beets during the past 4 years: 


United States beet-sugar production 
Tons, raw value 
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It will be noted that twice in the past 4 years sugar-beet growers 
have produced a crop of beets which, when processed by existing 
facilities, has exceeded the 1,800,000-ton quota assigned to es sugar 
under the 1948 Sugar Act and which it 1s now proposed to extend, 
without quota modification, for another 4 years, notwithstanding the 
increase in quantity of sugar required by consumers in the continental 
areas, 

Our association well recognizes that on the basis of average beet- 
sugar production for the past 5 years, the present quota appears rea- 
sonably adequate. Furthermore, in the current year, largely as a 
result of emphasis of the need for production of other crops, as well 
as price relationships, the present quota will prove liberal for the 
marketing of beet sugar which probably will be produced. Yet, 
despite such situation, we deem it important in the deliberations of 
this committee that it bear in mind the hobbling effect on an impor- 
tant segment of American agriculture of the 1,800,000-ton beet-sugar 
quota if continued indefinitely. 

Our association has a large membership in the northern tier of 
States from the Great Lakes to the Pacific Northwest, an area par- 
ticularly adapted to sugar-beet production. It is an area of low- 
cost beet production. It is an area which needs a high-acre value 
crop—needs a crop the byproducts from which can be used for live- 
stock feed. It is an area in which several large Federal irrigation 
projects are now under construction and will be ready for settle- 
ment within a few years. Sugar beets are probably the best crop 


available to produce returns sufficiently high to discharge the con- 
struction debt to be repaid to the United States and cover project 
operation and maintenance as well as production costs. As an ex- 
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ample, we cite to the committee the Columbia Basin project in the 
State of Washington, with new lands programed to be brought in as 
follows: 








Acres 
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Experience with farm development on irrigation projects in this 
area during the past 5 years proves conclusively that sugar beets as 
the cultivated crop in a rotation is best adapted to diversified farming 
in central Washington. 

The Western Beet Growers Association would also cite to the com- 
mittee the pressure for sugar-beet expansion in my own area, the Red 
River Valley of Minnesota and North Dakota. From intimate, per- 
sonal knowledge of this extensive area, I can say that after an ex- 
pansion from about 30,000 to 80,000 acres of beets in the past 5 years, 
there still exists an unsatisfied demand for an additional 50,000 acres 
of beets annually. Planting of this additional acreage in 1951 was 
only deferred because of lack of processing facilities in Red River 
Valley. 

Notwithstanding this association’s position that there should be 
legislation permissive of expansion of our industry as required, I 
am not here today to record an objection to an extension for 4 years 
of the Sugar Act of 1948 or to offer amendments to H. R. 4521. 
Neither do we object to the proposed adjustment of quota between 
Cuba and Puerto Rico, or the increase in the quota for the Virgin 
Islands. 

All interests involved in providing this country with its supply of 
sugar desire reenactment of the basic features of the 1948 Sugar Act 
and we recognize the desirability at this time of full cooperation of 
the domestic sugar industry in the enactment of the proposed legisla- 
tion. The Sugar Act of 1948 contains many laudable features, and, 
sympathetically and fairly administered, it is a framework around 
which all concerned can build soundly for the future. 

I am instructed as the spokesman for our association to formally 
record the following reservation in the proceedings of this committee : 

If, prior to the expiration of the Sugar Act of 1948, as amended, it develops that 
the established quota of 1,800,000 tons for domestic beet sugar, is acting as an 
effective deterrent either to the expansion of sugar-beet growing, or the con- 
struction of additional processing facilities, the Western Beet Growers Associa- 
tion reserves the right to seek and press for amendment of the established quota 
tor domestic beet sugar. 

Should such a situation arise we trust this committee will give our 
association full hearings and that interests with whom we now join 
in a request for reenactment of the Sugar Act of 1948, with amend- 
ments as provided in H. R. 4521, will give domestic growers support 
for a larger share in the American sugar market. 

Mr. Anpresen. Are the refineries in the sugar-beet areas being run 
up to capacity at the present time ? 

Mr. Ross. They are in my immediate area, in the Red River Valley. 

Mr. Anpresen. You have two refineries in the Red River area? — 

Mr. Ross. Yes; we have more acres than capacity of the two plants 
there. 
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Mr. Anpresen. As I understood your statement, you have 80,000 
acres in sugar beets ¢ 

Mr. Ross. Yes. 

Mr. Anpresen. That is in the Dakotas and in Minnesota ? 

Mr. Ross. Yes; in the Red River Valley. 

Mr. Anvresen. That is more than can be refined in the two 
refineries ? 

Mr. Ross. That is right. Some of them are shipped to the factories 
at Chaska, Minn., and Mason City, Iowa. 

Mr. AnpresEN. Does the factory at Chaska have additional capacity 
so that they can handle the beets ! 

Mr. Ross. They do not have the contract acreage to supply the 
factory. It is the same company. So they take it from up our way. 

Mr. Anpresen. If you had refining facilities in the Red River 
Valley area, how many acres of sugar beets could be put into 
production ¢ 

Mr. Ross. Well, I stated in my statement an additional 50,000 acres. 

Mr. Anpresen. That would take another refinery / 

Mr. Ross. Yes; at least one more. 

Mr. Anpresen. What are you going to plant on your acreage up 
there when they go out of potatoes, wheat, and other grain production ? 

Mr. Ross. I do not know what they will plant. They would like 
to plant sugar beets, I am sure of that. 

he Cuamman. This reservation of yours is somewhat in the na- 
ture of a pop-off valve, so that if any situation were to arise which 
would result in the law being a deterrent or oppressive to the beet pro- 
ducers of this country, then you are reserving the right to come to 
Congress and ask for some relief ? 

Mr. Ross. Yes. 

Mr. Horr. As I understand it, your organization and you individu- 
ally are for this bill? 

Mr. Ross. That is true. 

Mr. Horr. But you are saying that if the situation should change 
during the life of the enactment that you want to be able to come 
and present the facts as they appear to you and ask for some changes 
in the law? 

Mr. Ross. Yes. 

Mr. Horr. There is nothing irregular about that, certainly, because 
Congress will be in session every year. Certainly, we are going to 
consider amendments of any law where it appears to be important or 
necessary that it be done. 

You are not qualifying your statement that you are in favor of the 
legislation except that you want the right which everybody should 
have to come in and ask for amendments if conditions change. That 
is a correct statement of your position ? 

Mr. Ross. That is right. 

Mr. AnpreseN. How much tonnage would you ask for in the event 
that you produce these additional 50,000 acres? 

Mr. Ross. Of course, that would depend upon what 50,000 acres of 
beets additional would produce, that is, the amount of tonnage. 

Mr. Anpresen. What is the average per acre? 

Mr. Ross. About 2 or 3 tons. 

Mr. AnpreseNn. So if this bill would increase the allotment for the 
beet areas by 150,000 tons, that would be a material help? 

Mr. Ross. Yes, it would. 
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00 
The Cuarrman. Thank you very much, Mr. Ross. 
Mr. Ross. Thank you. 
The Cuatrman. We have scheduled for tomorrow morning Mr. 

Frank A, Kemp, of Denver, Colo., who will testify at 10 o’clock to- 
vO 5 morrow morning. 

3 mae s 

We have also scheduled Mr. William E. Welsh, secretary-manager 
ies | of the National Reclamation Association. Is he present ‘ 

; Mr. Downey (the clerk). Mr. Welsh left his written statement with 
ty 4G me and has requested that it be inserted in the record. 

4 The CHatrman,. I will ask unanimous consent for that. 
he @ Without objection Mr. Welsh’s statement will be inserted in the 
y. : record at this point. 
we it (The prepared statement of William E. Welsh, secretary-manager, 
to & National Reclamation Association, is as follows :) 

3 STATEMENT OF WILLIAM BE. WELSH, SECRETARY-MANAGER, NATIONAL RECLAMATION 
es. § ASSOCIATION 

My name is William E. Welsh. I am secretary-manager of the National Recla- 

a mation Association, an organization organized primarily in the interests of recla- 
up mation development, which represents the western half of the United States. 
n? 3 A very large segment of our membership is made up of water users and irrigation 
ke 4 farmers on reclamation projects and other irrigation developments throughout 

the West. 

: Particularly in the northern half of the area which we represent, Sugar beets 
a~ is one of our most important crops. It is a crop that is particularly adapted to 
ch that area. Sugar beets is a cash crop which has proven most helpful to farmers 
‘O- on reclamation projects where they have high-cost irrigation operation and main- 
to ‘ tenance and construction charges to meet. Sugar beets is a crop which furnishes 

3 by-products which are also of considerable value to the farmers in that area, 

a particularly in livestock farming. 

At the annual meeting of our association held in Spokane, Wash., November 
ju- ; 15, 16, and 17, 1950, the following resolution was adopted with respect to sugar 

beets : 

“RESOLUTION NO. 23, SUGAR ACT 
ge ' “Whereas a balanced agricultural economy of irrigation farming often includes 
ne . the production of sugar beets; and 
FES “Whereas the present sugar law, which restricts production of sugar in conti- 
q nental United States, expires December 31, 1952: Now, therefore, be it 
“Resolved, That the National Reclamation Association urges the renewal of 
the Sugar Act with revisions to increase the domestic sugar beet production with 
ise ; special relation to reclamation development.” 
to This resolution you will note urges revision of the present act to increase the 
‘ domestic sugar beet production, with special relation to reclamation development. 
or 
This is particularly significant because of the contemplated increase in irri- 
gated acreage in the Northwest during the next several years. It is anticipated 
he : that the Columbia Basin project in the State of Washington alone will bring 
ld under cultivation better than 50,000 acres each year for the next 3 years. 
at : However, we are now advised that other interests are quite desirous of the 
: F reenactment of the Sugar Act of 1948. We recognize that there are many benefits 
contained in this act and, in view of the fact that all parties known to us who 
are representative of the sugar beet industry have agreed to this program, we 
nt are also giving it our support. However, we would like to make the same reser- 
vation, which we understand is being made by the representatives of the Western 


Beet Sugar Association, i. e., that if it should develop prior to the expiration of 
of the new law, the proposed quota should prove to be acting as a deterrent, either 
as to expansion of sugar-beet growing or to the construction of additional proc- 
essing facilities, then we would like to reserve the right to come before the Con- 
gress and this committee urging an amendment with respect to the stipulated 
quota for sugar beets. 


The Cuatrman. Mr. Mat Triggs of the American Farm Bureau 
Federation states that he will not appear. 


he 
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Mrs. Downey (clerk). I have a letter from him directed to you with 
the request that it be inserted in the record. 

The Cuamman. Without objection, Mr. Triggs’ statement will be 
inserted in the record. 

(The letter dated June 26, 1951, is as follows :) 


AMERICAN FARM BUREAU FEDERATION, 
Washington, D. C., June 26, 1951. 
Hon. Haroip D. Coo.ey, 
Chairman, Agriculture Committee, 
United States House of Representatives, 
Washington, D. C. 

DEAR CHAIRMAN COOLEY: Since our board of directors is meeting in Chicago 
this week, it has been impossible for us to arrange to present witnesses at the 
hearing which you have called on your bill, H. R. 4521, to amend and extend 
the Sugar Act of 1948. We are, therefore, writing this letter to advise you of 
our interest in and support for this legislation. 

In its major provisions, H. R. 4521 provides for (1) a 4-year extension of 
the present Sugar Act, and (2) an increase of 170,000 tons in Puerto Rico’s 
statutory quota. We strongly support the enactment of these provisions. Other 
changes which the bill would make in existing law are minor or of a technical 
nature, and appear to us to be fair and reasonable. 

Our position on the pending legislation is based upon a recommendation which 
was made to our board of directors at a national meeting of State farm bureaus 
interested in sugar legislation on May 28, 1951. This recommendation is as 
follows: 

“We recommend that the board of directors of the American Farm Bureau 
Federation support the extension of the Sugar Act of 1948 for a period of 
four years with a provision increasing the quota for Puerto Rico within reason, 
considering its social and ecenomic needs and its past performance in the pro- 
duction and marketing of sugar, and without decreasing the quota for other 
domestic areas. We urge the American Farm Bureau Federation to use its 
influence to expedite the enactment of such legislation.” 

It is our feeling that the Sugar Act of 1948 has provided a program that 
has been generally satisfactory to sugar producers and, at the same time, fair 
to sugar consumers. At the same time we are confident that an examination 
of Puerto Rico’s situation under the act will indicate that the increase in that 
Territory’s quota, proposed by H. R. 4521, is entirely justified. 

We strongly urge that H. R. 4521 be enacted and that it not be opened up 
for the consideration of controversial amendments which could delay its enact- 
ment. 

Sincerely yours, 
RoGer FLEMING, Secretary-treasurer. 


The CHarmman. We will next hear from Mr. David M. Keiser, 
chairman of the United States Cuban Sugar Council. 

We are very glad to have you present and we shall be glad to hear 
from you now. 


STATEMENT OF DAVID M. KEISER, CHAIRMAN, UNITED STATES 
CUBAN SUGAR COUNCIL, NEW YORK, N. Y. 


Mr. Keiser. Mr. Chairman and members of the committee, the 
United States Cuban Sugar Council, composed of sugar-produc- 
ing companies in Cuba which are substantially owned by citizens of 
the United States, strongly favors an extension of the Sugar Act of 
1948 at the present session of the Congress. In the interest of con- 
serving the time of the committee, it is requested that we be permitted 
to submit for the record a full statement of our views with respect to 
the bill under discussion. My present statement may then be limited 
to emphasizing a few points of vital importance to the Cuban sugar 
industry, which constitutes approximately 90 percent of the economy 
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of Cuba, as well as to the very substantial American investment repre- 


‘ sented by the 16 sugar companies which constitute our council and 
2 _— account for approximately half of the sugar production of 
Cuba. 

The volume of United States trade with Cuba is larger than that 
with any other country, excepting Canada and Brazil. In 1950 it 
amounted to $865,000,000 of which $405,000,000 constituted sales to 
the United States, principally of sugar, and $460,000,000 purchases 
from the United States. For the last 3 years, Cuba has purchased 
more from the United States than this country has purchased from 
Cuba. It is obvious that Cuba obtains the dollars with which to make 

. > this vast volume of purchases from American farms and factories 
d i largely by the sale of sugar in the United States. Statistics clearly 
rf indicate that through the years Cuban purchases from the United 
States increase and decline in direct ratio to the returns which that 
4 ; country receives from its sales of sugar here. In recognition of this 
. fact, and of the further fact that Cuba is the one sugar-producing 
al area upon which the United States can rely in times of emergency, 
5 Cuba ~ always Spe, 734 a preferred position over other foreign 
. areas, except the Republic of the Philippines, with respect to sugar 
wa © quotas and tariffs in the United States market. It is greatly to the 
) interests of the United States as well as Cuba that this preferential 
-- ) position should be maintained. 
* ; The present bill, H. R. 4521, if enacted in its present form, would 
> effect a direct reduction in the Cuban sugar quota for the United States 
or > of approximately 250,000 tons, raw value, annually. It would also 
ts 7 remove the unqualified guaranty to Cuba, contained in section 202 (d) 
t > of the present Sugar Act, of a proportion of the American market at 
ir least equal to that accorded to Cuba under the Sugar Act of 1937; 
m > in other words, 28.6 percent. In our view, such reductions in the 
at > Cuban quota cannot be justified in the light of the traditional trade 
. relationships which have existed with Cuba, and the history of Cuba’s 
t. > indispensable cooperation with this country during two wars and 
> in other periods of emergency. 

In view of the very careful consideration which has been given to 

the problems of Puerto Rico by-the responsible executive agencies of 

r, » this Government, which have participated in the drafting of the pres- 
ent bill, I am reluctant to urge that there should be no increase in 

ir the Puerto Rican quota at the expense of Cuba. I should like to point 
out, however, that despite the fact that Puerto Rico has received fae. 


fit payments from the United States Government under the Sugar 
iS Act, in part as compensation for restricting production within estab- 
lished quotas, that Territory has substantially increased its produc- 
tion, and during the past year has even sold in the world market out- 





1e side the United States sugar on which benefit payments had been 
c- ) received. I, therefore, should like respectfully to urge that a reduc- 
of > tion in the Cuban quota of 170,000 tons for the benefit of Puerto Rico 
of ) is excessive. 

n- 7 The proposed amendment to section 202 (d) of the present Sugar 
od » Act reduces Cuba’s minimum participation in the United States 
to > market established in the Sugar Act of 1937 and continued in the 
ad > act of 1948. Under this amendment, Cuba is merely guaranteed 28.6 
ar > percent of the American market when consumption is at or below 


Ly \ the level of 7,400,000 tons. When consumption is above that level, 
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pe to the point where Cuba’s normal quota would equal 28.6 percent 
of the entire market, Cuba is merely guaranteed 2,116,000 tons, which 
is 28.6 percent of 7,400,000 tons, not of the actual consumption. It is, 
therefore, respectfully urged that section 202 (d) of the Sugar Act 
of 1948 be extended in its present form. If for any reason the com- 
mittee is opposed to such an extension, it is then suggested that the 
section be rewritten so that its initial burdens will fall upon those areas 
which will receive the benefits of the proposed amendments to the act. 
With the proposed increases in quota for Puerto Rico, the Virgin 
Islands, and the full-duty countries, Cuba’s residual quota under the 
act would fall below 28.6 percent of the total United States market 
when consumption falls below 7,700,000 tons, as contrasted with the 
situation under the existing law, which required contributions of 
tonnage from the domestic area to Cuba only when consumption falls 
below, 7,400,000 tons. It would, therefore, seem entirely fair to all 
of these producing areas if the section should provide that when con- 
sa te falls below 7,700,000 tons, contribution of tonnage to make 
up the Cuban minimum of 28.6 percent be made first by the full-duty 
countries out of such increases in quota as they may receive under 
the proposed amendments to the Sugar Act. Should this amount be 
insufficient to provide the guaranteed minimum to Cuba, contribu- 
tions should then be made by Puerto Rico and the Virgin Islands 
from such increases as they may receive, after which all of the domestic 
areas would contribute pro rata, as under the present act. 

Under the Sugar Act of 1948, the quota for countries other than 
Cuba and the Republic of the Philippines is 1.36 percent of the sugar 
imported into this country from foreign countries other than the 
Philippines. The present bill would practically treble such quota by 
increasing the figure to 4 percent. At the present level of consump- 
tion, the increase would amount to approximately 70,000 tons annually, 
and would be deducted directly from the Cuban quota. Neither his- 
torical nor strategic considerations justify any such alteration in the 
present Sugar Act. And certainly the deliveries of sugar from such 
countries, the principal ones being Peru and the Dominican Republic, 
in 1950 and during the first 5 months of 1951 provide no indication 
that these countries intend to fill their existing quotas in the American 
market, much less a higher one. 

Historically, the so-called full-duty countries were never consistent 
suppliers of sugar to the American market, but occasional exporters 
to that market when it suited their interests. The Dominican Re- 
public, one of the principal claimants, had practically no sugar in- 
dustry when the United States and Cuba entered into the Treaty of 
Reciprocity of 19038. Up to that time, Dominican production had 
never exceeded 56,000 tons of sugar per year, an inconsequential 
amount in terms of consumption in the United States. It is, there- 
fore, clear that the Dominican sugar industry which has developed 
tenfold to 583,000 tons since the treaty which gave tariff and quota 
preference to Cuba, was not based upon the United States market. 
Actually, the outlet for the ever-increasing Dominican sugar produc- 
tion has been the world market outside of the United States, especially 
the United Kingdom, which in recent years has purchased practically 
the entire Dominican crop. 

During the Second World War, Cuba was the only sugar supplier 
which substantially increased its production when so requested by the 
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United States and its Allies. It virtually doubled its production to 
take care of the wartime requirements of the Allies, and to fill the 
enormous deficits of the other areas supplying the American market. 
Moreover, the entire Cuban crops during the war years were sold 
to the United States on a government-to-government. basis at nego- 
tiated prices substantially below the levels at which some of the 
full-duty countries, including Peru, were reported selling their sugars 
in the world market outside of the United States. It seems appro- 
priate to point out that the great wartime increase in Cuban produc- 
tion was accomplished without adding to the number of sugar mills 
in Cuba. On the contrary, there are actually 22 fewer sugar mills 
grinding in Cuba today than were in operation in the period of 1925 
to 1929 when Cuba produced its largest crops. The average postwar 
production has not exceeded the level of the largest Cuban production 
of that period. On the other hand, full-duty countries, such as the 
Dominican Republic and Haiti, are at the present time expanding their 
sugar-making capacity by constructing new mills. 

At present time, the full-duty countries recognize even less respon- 
sibility for supplying the American market than they did during the 
war. In 1948 and 1949, when there was an acute shortage of dollars 
throughout the world, and when prices for sugar in the United States 
market were above those outside, the full-duty countries filled their 
American quotas. In 1950, however, with Marshall plan funds avail- 
able to European countries, and when prices in the world market rose 
above the levels obtaining in the United States, Peru and the Domini- 
can Republic did not fill their quotas. When, a year ago, the out- 
break of hostilities in Korea precipitated a buyer’s panic in the United 
States, it was to Cuba that the United States Government turned for 
the purchase of 600,000 tons of sugar, which Cuba sold at one-half cent 
per pound below the world market, to relieve the stringency. At pres- 
ent time, with raw sugar in the world market selling for approximately 
2 cents a pound higher than in the United States, practically no sugar 
is coming into this country from the full-duty areas. It was 2 cents 
when that was written. It is above a cent and a half at this time. 
The latest figures from the Department of Agriculture show that 
against a quota of 8,163 tons, the Dominican Republic has shipped to 
this country 520 tons during the first 5 months of this year. During 
the same period, Peru, with a quota of 13,606 tons, has shipped nothing. 
Mexico, with a quota of 7,384 tons, has shipped 59 tons. Salvador, 
with a quota of 6,730 tons, has shipped nothing. And nothing has 
been received from Nicaragua, with a quota of 8,380 tons. All of the 
remaining full-duty countries, having a combined quota of 6,537 tons, 
have shipped 15 tons to the United States. Cuba, on the other hand, 
recognizing a solemn obligation to retain sufficient sugar to provide for 
its quota in the United States, is doing so, despite the fact that each 
pound of sugar which is sold in this country yields 2 cents—now 114 
cents—less than it would if sold outside the United States. 

Under these conditions, to reduce the Cuban sugar quota in favor 
of the full-duty countries would be to discriminate against our tradi- 
tional foreign source of supply, our only substantial supplier in times 
of need, and against the country which in political, economic, and so- 
cial structure and thinking, is most like our own. 

The Cuareman. Mr. Keiser, in the event of failure of the full duty 
countries to fill their quotas Cuba would participate in the deficit, 
would it not? 
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Mr. Ketser. Under the proposed act; yes, sir. 

The Cuarrman. Under the proposed act ? 

Mr. Ketser. Yes, sir. 

The Cuamman. Well, now, if they failed to deliver as you think 
they will fail to deliver, Cuba would benefit by participating in the 
deficit, is that right? 

Mr. Ketser. That is correct. 

The Cuatrman. Then you refer to the 53,000 tons produced by the 
Dominican Republic as inconsequential in terms of consumption in 
the United States. If 53,000 tons is inconsequential, why is it that 
such great emphasis is placed upon 70,000 tons which is the increase 
in the amount allowed to the nonduty countries? Is that not likewise 
inconsequential ? 

Mr. Ketser. I am very glad you raised that question, because from 
a tonnage point of view, of course, 70,000 tons is very little greater 
than 53,000 tons. However, there is in this particular amendment, I 
think, a great deal more involved than a matter of tonnage. I think it 
is a matter of precedent and of principle in addition to the actual 
amount of tonnage. 

The CHatrman. Well now, you have discussed the trade balance 
between the United States and Cuba. You have not presented any 
information in regard to the trade balance between the Dominican 
Republic and the United States. 

Is not our trade relations with them highly profitable to us; do they 
not take out of this country more than they sell here? 

Mr. Ketser. Yes; they do. 

The CHatrman. Well, then, should not we give some consideration 
toa caeetie trade balance with the Dominican Republic, though it 
is small ? 

Mr. Ketser. I believe we should give consideration to the trade 
balances with all countries, sir. 

The Cuatrman. And if 70,000 tons to the full-duty countries is 
actually inconsequential, that just kind of pulls the rug out from under 
your opposition. What is your real opposition to this bill? You do 
not have any, have you? 

Mr. Keiser. We are in favor and strongly in favor of a bill and of 
this bill with certain amendments. 

The Cuarrman. All right. If you are in favor of a bill I am asking 
if actually you are not in favor of this bill, and if you do not know 
that this bill is fair to Cuba in every respect? We give you almost a 
monopoly on 96 percent of our market. If we narrow that little 4 
percent down, because we wish to deal with all of the other countries 
that want to deal with us, it just seems to me that it is not exactly rea- 
sonable to ask us to give Cuba a complete monopoly on all of it. Iam 
afraid that we might offend these other nations, even though they do 
not fill their quotas, if we actually exclude them, and if we are going 
to give them a quota that is not actually filled, certainly, Cuba could 
not be hurt. 

I thought that when we got this bill here that at least the Depart- 
ment of the Interior, Agriculture, and the State Department and 
Commerce were in agreement on it, as indicated by Mr. Myers. I 
thought that Cuba was going to be highly pleased with it. 

Now I know that Dr. Fernés-Isern is a very diligent and faithful 
representative of his people, but I have discussed the matter with 
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him on numerous occasions and he is entirely reasonable in his views. 
From the standpoint of refining the sugar this bill does not permit 

refining sugar in Puerto Rico that is coming into the market. 

k : Mr. Kertser. No; it does not increase that. 


e The CyHarmman. Their livelihood is dependent upon sugar. It 
seems to me that if anybody in the whole picture is entitled to con- 
sideration it is Puerto Rico, and although Puerto Rico has not gotten 

e what it wanted by any means, I do not think we are going to hear too 

n much fussing from our very genial friend here over on the left, Dr. 

t Fernés-Isern. I can easily see how somebody who has been left out 

e of the conference and has not been permitted to collaborate actually 

e feels that he has a grievance and might complain about the bill. And 
I can see how for the record the Cuban people might say that they 

n are dissatisfied. Puerto Rico might say they are dissatisfied. I do 

r not expect to hear anybody say ay | are satisfied with this bill, 

[ because that just is not done, except Mr. Myers. I expect him to be 

t satisfied with it. 

1 There is another thing I wanted to ask you about. At the time 
you say that Puerto Rico was selling sugar outside of the United 

e States, while Puerto Rico was receiving some benefits from this pro- 

y { gram you were selling 600,000 tons of sugar in the American market. 

n ; And you are bragging about the fact that you did furnish it to the 

. American market. Last year they produced a surplus in Puerto 

y Rico, and but for an extraordinary purchase of sugar Puerto Rico 

. would have been in a desperate condition. You know that, do you 
not ¢ 

n : Mr. Ketser. I have been so informed. 

t q I would like to distinguish. The point that I make is that it is 

. sugar on which a subsidy has been paid. The sugar that Cuba sold 

e here did not have a subsidy paid on it. That is the only distinction 

I am making here. 

S § The Cuarrman. I can see if Puerto Rico went out deliberately 

c . and produced an abundance and profited by the payments which she 

0 received on sugar from us, that might not be exactly fair, but after 


all we have got to realize that they have a terrific economic situation 
f 4 down there. 

Do you not consider this bill is very reasonable insofar as Puerto 
Rico is concerned ¢ 

Mr. Keiser. Well, as I have tried to indicate in my statement, I 
would be very reluctant to say anything about Puerto Rico or against 
the increase to Puerto Rico of 170,000 tons. I think that the depart- 
ments have studied that very carefully and they have decided that is 
: what should be done. and it is domestic area. I would be very 
: reluctant to make any criticism of it. 

I do feel for the sake of completeness that this point should be made, 
that this sugar that was sold by Puerto Rico in the world market was 
subsidized sugar. 

The Cuarrman. Well, probably, we will hear from the doctor on 
that later. 

Mr. Hope will ask you some questions now. 

Mr. Horr. Mr. Keiser, you indicate in your statement that you think 
this increase that has been made to one of the domestic-producing 
groups, namely, Puerto Rico, is made at the expense of Catia. That 
would indicate that it is your contention that all of the increase in 
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consumption in this country from now on should go to Cuba rather 
than to domestic-producing areas. 

Is that your contention, that Cuba is entitled to all of the increased 
consumption of sugar in this country rather than domestic area which 
can produce it 

Mr. Keiser. I would like to say that Cuba is the area that gives 
out to Puerto Rico and others as compared with the treatment that 
would prevail if the present act were extended in exactly its present 
form. 

Mr. Hore. In other words, Cuba would get all of the benefits of the 
increased consumption, because we would still be freezing all domestic 
areas on the basis of the 1948 act, notwithstanding the fact that they 
might be able to produce more than they were allotted under the 1948 
act. 

I want to find out whether or not you contend this. I am putting 
it that way. Do you contend that Cuba is entitled to all of the increase 
in consumption which takes place in this country and that domestic 
areas ought to be frozen on the basis of the 1948 act ? 

Mr. Keiser. Well, I take the stand that as far as changing the 
domestic areas, Puerto Rico and the Virgin Islands, that that is done 
by the departments and that I would be very reluctant to say anything 
against it. I do think I would like to add this, that while Cuba gets 
the greater part of the increase in consumption and we are hopeful 
that consumption will continue to increase, of course—— 

Mr. Horr. You expect it to; do you not? 

Mr. Keiser. But these other quotas are fixed quotas, whether con- 
sumption goes up or goes down. There is a certain amount of difference 
there. 

Mr. Horr. The trend in consumption has been upward for the last 
several years; has it not? 

Mr. Keser. Yes, it has. 

Mr. Hore. And you do not see anything in the picture now that 
would indicate that there will be a reversal in that trend, do you? 

Mr. Keiser. I would hesitate to speculate on that. There have been 
periods in the past when the per capita consumption has gone down 
rather substantially. 

Mr. Horr. Is there any food that is any cheaper at the present time 
as compared with former periods than sugar ? 

Mr. Keiser. I believe not. We are very proud of that. 

Mr. Horr. And you do not have any reason to believe that the per 
capita consumption will go down, do you, under any condition that 
we can foresee at this time? 

Mr. Keiser. I have no reason to believe that it will, but we have, of 
course, no guaranty. 

Mr. Horr. And we know that we can expect an increase in popula- 
tion which has been taking place now since 1940 at an average rate 
of 2,000,000 per year and which, if continued, would mean an increase 
in consumption, assuming 100 pounds per capita, which is a little less 
than the present consumption, of 200,000 tons per year. Mr. Myers 
this morning said 150,000 tons estimated increase. And that is con- 
servative, because the increase, if the population increase continues 
at the rate of 2,000,000 per year, and the per capita consumption stays 
up around 100 pounds and that is a little less than it is now, the increase 
would be 200,000 tons per year and that would mean that at the end 
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, of this period in which we are freezing the domestic production, there 

would be an increase of 800,000 tons consumption in this country above 
| the present consumption, if my assumptions are correct. 
) Mr. Keiser. Yes, sir. 

Mr. Horr. There is no place, is there, that we can get that sugar, 
3 except from Cuba under this bill ? 
, Mr. Ketser. That is correct, as to 96 percent of the difference there. 
, ! Mr. Hore. It looks to me like you are in pretty good shape. 
The Cuarrman. I think he realizes that. 
> Is there anything else you want to say ¢ 
: ; Mr. Keiser. I have been and maybe I am in good shape now, but 
7 I would like to make it clear that Cuba is the only area here which is 
3 receiving less favorable treatment at the comparable consumption 
| level—is receiving less than it would under the 1948 act. 

y The Cuairman. That is coming out of the increased consumption, 
2 : is it not? 
Mr. Keiser. We hope that consumption will increase. I think it 

will, but 
> : The Cuatrman. It has increased, has it not? 
, Mr. Ketser. Yes, it has. 
y The Cuatrman. More than sufficient to compensate for this change ? 
; Mr. Keiser. Yes, it has. 
l May I add one statement, though, which I think is very pertinent 


to all of this and, that is, in the first place to make it perfectly clear 
that 96 and 4 and 98 and 1.36 percent are percentages of the balance of 
: United States consumption after the domestic areas and the Philip- 
pines have had their share. They are not 96 percent of the full con- 
sumption. And I would particularly like to point out to the committee 
: that in spite of the increases in consumption and even, perhaps, assum- 
ing some more increases in consumption, Cuba is today still shipping 
much lesser percentage of sugar to this country than it did 25 years 


we 


t ago and even a lesser actual quantity than it did 25 years ago. 
The CuatrmMan. You say less sugar now than 25 years ago? 
1 Mr. Keiser. Than 25 years ago; yes, sir. 


The CHairman. You have just gotten on the beam in the last 25 
years, have you not! 
) ) Mr. Keiser. We are shipping less here than we did, permitted to 
; ship less here than we shipped 25 years ago. 
Mr. Horr. You are talking about the period after the other war? 
; Mr. Kerser. I am talking about the period just prior to the Hawley- 
t Smoot tariff of 1920, the period, say, from 1925 to 1929, or, even if 
you want a longer period, going back from the Hawley-Smoot over a 
f much longer period than that. Our percentage today is very much 
less than it was then, and even our actual amount in 1950, with our 
- share of the deficits and with our share of increased consumption, we 
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, entered 3,265,000 tons here as compared to an average of 3,723,000 
, tons way back in 1925-29, when the consumption of sugar was: of 
; course, much less. 

; Mr. Horr. There have been times between that period and the time 
. ; that the Jones-Costigan Act was enacted in 1934 when you were way 
3 . down in the dumps? 

$ Mr. Keiser. That is right. 

> Mr. Horr. And is it not true that the sugar acts themselves have 
l stabilized your industry in a way that is far more satisfactory to the 
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industry and to the Republic of Cuba than the condition which pre- 
vailed 25 years ago when you may have sent a larger percentage of 
your sugar into this country and may have actually sent more sugar 
in here, but when you did not have any stability whatever; in other 
words, the stabilization of the sugar industry in this country under 
this series of legislative acts, has not only stabilized our industry, but 
it has contributed very greatly to the stabilization of the Cuban 
industry, has it not? 

Mr. Ketser. That is correct, Mr. Hope. 

Mr. Horr. You would not want to go back to the conditions that 
existed 25 years ago, so far as the production and distribution of Cuban 
sugar is concerned, would you ¢ 

Mr. Keiser. The period before the Hawley-Smoot, that is one ques- 
tion. That would be a very difficult question to answer. The diffi- 
culty with all of this is that although the market was stabilized for 
Cuba by the sugar acts and although they were of great benefit in 
putting Cuba on her feet, the unfortunate thing happened, that the 
quotas in those acts were based upon a period when Cuban production 
had been driven to an abnormally low figure by the very high tariff 
here and the concurrent expansion in the Philippines, and elsewhere, 
so that the years taken, the period of 1931 to 1933, was when Cuban 
shipments here were absolutely at the bottom and about one-half of 
what they had been in the previous years in the other decade. 

The Cuarrman. Immediately following that period of 1931 to 1933 
your sugar jumped considerably, did it not? 

Mr. Ketser. The price? 

The Cuarrman. You sent in 3,154,000 tons. 

Mr. Ketser. In 1947; yes. 

The Cuatrman. That is what I mean as related to 1,922,000 tons 
in 1933. 

Mr. Ketser. Well, in 1947, the quotas were all suspended. 

The CuatrMan. Even in 1949 you sent in 2,927,000 tons. 

Mr. Keiser. Yes, sir. I merely want to point out that is a com- 
parison with the last 1925-29 period, and is still very much below 
that period. 

The CuarrmMan. That was just before the Democratic election when 
the Democrats took over; was it not? 

Mr. Keiser. I would like, if I may, to add something, to show some 
of these figures, to my oral testimony. 

The Cuatmrman. Yes, sir; without objection you may do that. 

(The statement and the tabulation by the United States Cuban 
Sugar Council are as follows :) 


STATEMENT OF Davin M. Ketser, CHAIRMAN, Unirep States Cusan Sugar 
Counct.* 


The United States Cuban Sugar Council welcomes this opportunity to present 
its views on H. R. 4521 to amend and extend the Sugar Act of 1948 and for other 
purposes. 

The council is composed of 16 companies listed at the end hereof, owning and 
operating sugar properties in Cuba, whose stockholders are predominantly United 


1The United States Cuban Sugar Council, New York, N. Y., is registered under the For- 
eign Agents Registration Act of 1938 with the Department of Justice, Washington, D. C., 
as agent of a group of companies owning or operating sugar properties in Cuba, the stock- 
holders of which are predominantly United States citizens. Copies of the registration 
statement and of this material are filed at the Department of Justice. Registration does 
not indicate approval by the U. 8S. Government of this material. 
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States citizens. These companies account for about half of Cuba’s total annual 
sugar production, and represent one of the largest American investments in any 
foreign country. 


RECOM MENDATION : THE QUOTA FOR CUBAN SUGAR SHOULD NOT BE DECREASED 


The council is in favor of the extension of the Sugar Act of 1948 at the present 
session of Congress, but the extension provided by H. R. 4521 in its present form 
is subject to various objections because of adverse modifications that it makes 
in Cuba’s position under the 1948 act. 

The increases in quotas proposed in the present bill for foreign countries other 
than Cuba and the Philippines, and for Puerto Rico and the Virgin Islands, would 
reduce the quota for Cuban sugar by some 250,000 tons, as compared with the 
1948 act, on the basis of present consumption levels (8,250,000 tons). 

Provisions of H. R. 4521 would thus impair Cuba’s ability to supply the United 
States market. At the expense of Cuba, they would add to the quota for Puerto 
Rico 170,000 tons, and to the Virgin Islands 6,000 tons. They would under- 
mine the 28.6 percent minimum now provided for Cuba by substituting a fixed ton- 
nage figure below the existing minimum when levels of consumption in the 
United States are above 7,400,000 tons. They would further reduce the quota 
for Cuban sugar by increasing by 200 percent, and entirely at Cuba’s expense, 
the quantity which may be supplied by other foreign countries through changing 
from the 1.36 percent now effective to 4 percent their proportion of the United 
States sugar requirements not covered by the fixed quotas of the domestic areas 
and the Philippines. Together, the provisions would cut the amount of sugar 
which Cuba is permitted to supply to this country by about 250,000 tons. The 
proposed amendments to the act contained in H. R. 4521 would also have a 
detrimental effect upon the United States consumer of sugar, as well as upon 
United States farmers and manufacturers whose products are sold to Cuba. 


q UniTep States Must Import SuGAr 


Since its earliest days, the United States has never produced anywhere nearly 
all the sugar it uses, in spite of tariffs, quotas, subsidies, and other assistance, 
financial and otherwise, given to the domestic industry. Its imports range from 
cne-half to about two-thirds of the Nation’s supply. Most of the sugar imported 
by the United States has always come from Cuba, the world’s greatest sugar 
producer. During times when the supply of sugar seemed sufficient for all, the 
quantities which producers in Cuba might ship to the United States have been 
‘ limited by restrictive quotas and excessively high tariff rates. In periods of 
emergency, however, when acute shortages existed, or threatened, the artificial 
barriers were removed and the United States Government called upon producers 
in Cuba to increase their output as rapidly and as much as possible. In every 
period of emergency in modern times, the United States consumer would have 
suffered an acute sugar famine had it not been for increased output by Cuba. 
5 In such times, approximately one-half the consumption requirements of the United 
States were supplied by sugar from Cuba. Producers of sugar in Cuba alone were 
capable of supplying the greatly increased quantities of sugar needed to fill the 
requirements of wartime. 

Sugar was the first commodity to be rationed in World War II and the last 
from which rationing controls were lifted. The shortage which caused that 
» rationing then was a direct result of the United States policy of restricting 
unduly sugar shipments from Cuba by onerous tariffs or excessive limitation of 
imports from Cuba. Continuation of this policy threatens consumers with 
perhaps even worse shortages in any future emergency. 


DANGERS IN PROPOSED QUOTA INCREASE FOR PUERTO RICO AND VIRGIN ISLANDS 


; All the proposed increases of 170,000 tons for Puerto Rico and 6,000 tons for 
{ the Virgin Islands would come from Cuba’s quota, already too low. 

The present quota for sugar from Puerto Rico of 910,000 tons, plus local con- 
i sumption in that area of approximately 110,000 tons, provide an outlet for 1,020,- 
> 000 tons of Puerto Rican sugar per year. Only since the Sugar Act of 1948 
; became effective has production in Puerto Rico exceeded 1,020,000 tons in more 
than two successive years. Average sugar production in 1944—47, the four years 
immediately preceding the Sugar Act of 1948, amounted to only 921,000 tons. 
Thus, it is apparent that the Sugar Act of 1948 provided a most generous quota 
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for Puerto Rico, about 100,000 tons more than the area had been capable of 
filling. In the face of this indulgent treatment, and flouting the original pur- 
pose of sugar-quota legislation, producers in Puerto Rico expanded their output 
for the period 1948 through 1951 to an average of 1,230,000 tons. 

It has never been the purpose of any of the sugar-quota laws to encourage an 
increase in sugar production in domestic areas, and Puerto Rico is legally a 
domestic area. 

The intent of such quota legislation was clearly expressed by President Roose- 
velt. In a letter to Congress, dated March 1, 1937, concerning the Sugar Act of 
1937, which Congress was then considering, he said: 

“In order to protect the expansion of markets for American exports, I recom- 
mend that no decrease be made jin the shares of other countries in the total 
quotas.” : 

Sugar production in Puerto Rico is heavily subsidized by United States tax- 
payers, both by the provisions of the Sugar Act of 1948 and the tariff imposed 
on sugar from Cuba. In addition, producers in Puerto Rico benefit substan- 
tially from other large subsidies given that area by the United States. These 
involve the peculiar operations of United States tax laws relative to Puerto Rico. 
In this connection, the Governor of Puerto Rico recently was quoted as saying: 

“If we had to pay Federal taxes, we just couldn’t continue functioning. Our 
total operating revenues are only $70,000,000 per year, and Federal taxes would 
amount to about $60,000,000 at present levels.” 

Surely Puerto Rican sugar producers are now receiving most generous aid 
from this country without imposing on taxpayers the additional burden of sub- 
sidizing another 170,000 tons of sugar per year from that area, to say nothing 
of further endangering the future supply for United States consumers. 

Production of sugar in the Virgin Islands was averaging below the present 
quota of 6,000 tons prior to 1948, yet it is now proposed to double this quota 
to 12,000 tons. Only once in the last 30 years has the Virgin Islands produced 
as much as 12,000 tons of sugar. This was in 1951, and like the recent increase 
in Puerto Rico, was contrary to the intent of sugar-quota legislation. Further- 
more, producers in the Virgin Islands benefit from other subsidiaries. 


THE BILL REDUCES MINIMUM QUOTA GUARANTEED CUBAN SUGAR UNDER ACT OF 1948 


The Sugar Act of 1948 guarantees producers of sugar in Cuba a minimum 
quota in the United States market equal to 28.6 percent of the Secretary’s esti- 
mate of consumption requirements, when such requirements are above 6,682,000 
tons, a provision carried over from the act of 1937. 

Under the proposal in H. R. 4521, Cuba would be guaranteed a minimum of 
28.6 percent only when the estimate of consumption made by the Secretary of 
Agriculture was 7,400,000 tons or less. At estimates higher than 7,400,000 tons, 
Cuba’s minimum would remain at 2,116,000 tons which, although approximately 
28.6 percent of 7,400,000 tons, is only 27.5 percent of 7,700,000 tons. Although 
this difference between 28.6 percent and 27.5 percent at 7,700,000 tons consump- 
tion is about 80,000 tons, more important to Cuba is the principle of respecting 
the guaranteed minimum which has been in effect since 1937. 

If for any reason the committee is opposed to continuing section 202 (d) 
in the form of the 1948 act, an equitable solution would be to revise the clause 
so as to maintain the 28.6 percent guaranty and provide that any contributions 
from other areas neccessary to meet it should come first out of any increases 
in quotas given by this bill, in such order of preference as the committee may 
deem appropriate. 


INEQUITIES AND DISADVANTAGES IN PROPOSED INCREASE IN QUOTA FOR OTHER FOREIGN 
COUNTRIES 


The proposal in H. R. 4521 to increase the quota for foreign countries, other 
than Cuba and the Philippines, to 4 percent of the quantities remaining after 
allowing for fixed quotas of 5,426,000 tons for domestic areas and the Philippines, 
would approximately triple the quota for these areas and on the basis of present 
consumption, reduce the qota for Cuban sugar by 72,000 tons. 

Foreign countries, other than Cuba and the Philippines, have never been 
consistent or reliable suppliers of sugar to the United States. This is very 
clearly shown by the situation existing this year when these areas supplied the 
United States with only 594 tons of sugar during the first 5 months in spite of 
the fact that their 1951 quota totals 50,000 tons. In these first 5 months, prices 
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in the United States market have averaged much lower than the world market. 
In the first 5 months of last year (1950), when prices in the United States 
market were above those in the world market, shipments from these “other 
foreign countries” to the United States totaled 14,167 tons. 

Peru, which in 1950 had a quota of 36,000 tons, and is now seeking more, failed 
by 5,500, or 15 percent, to fill its 1950 allotment. Santo Domingo failed by 1,500 
tons to fill its 1950 quota of 22,000 tons. The 1950 statistics show that ship- 
ments from both of these countries fell down in the latter months of 1950 when 
the world market price was above the United States price. 

When quotas were originally established by the Sugar Act of 1934, they were 
based on the relative quantities of sugar delivered to the United States market 
from various areas in the 3 years, 1931-33. 

The Sugar Act of 1948 maintains approximately the same relationship between 
Cuba and other foreign countries as existed in 1931-33, and there is no justifica- 
tion for increasing this quota at the expense of the quota for sugar from Cuba. 

With a consumption estimate of 7,400,000 tons, the quota for Cuban sugar, 
under the present proposal, would be 2,116,000 tons, only 10 percent more than 
the average quantity Cuba sent here in 1931-33, which marked the lowest im- 
ports of Cuban sugar by the United States in a quarter of a century or more. 

The quota for other foreign countries, with consumption here at 7,400,000 tons, 
under the present proposal, would be 78,960 tons, considerably more than double 
the quantity sent here by these countries in 1931-33. Sugar production in most 
foreign countries, other than Cuba and the Philippines, was developed either to 
supply their own local markets or for export to countries other than the United 
States. 

Two countries which have been agitating for an increase in the United States 
sugar quota are the Dominican Republic and Peru. Sugar production in the 
Dominican Republic developed at a much later date than in Cuba. It amounted 
to only about 50,000 tons per year prior to 1902, when Cuba became an inde- 
pendent nation and entered into an arrangement for tariff preferentials with the 
United States. It is apparent that the arrangements between the United States 
and Cuba did not prevent the development of the sugar industry in the Dominican 
Republic because production there increased to about 400,000 tons per year during 
the period 1928-33. Neither did the establishment of a quota system by the 
United States prevent the further development of the Dominican industry be- 
cause in recent years the Dominican Republic has been producing an average of 
more than 500,000 tons per year, and has just completed the largest crop in its 
history, amounting to 580,000 tons. 

In an article published April 14, 1950, the Dominican Ambassador to the United 
States said: - 

“In the last year the country imported for $48 million and exported for $74 
million, leaving a favorable balance of $31 million. 

“This explains the outstanding financial position of the Dominican Republic. 
Its currency—the gold peso—belongs to the hard-money type and it is at par with 
the United States dollar. There are no exchange restrictions. Public finances are 
in an excellent shape and have hardly their equal in the whole Western 
Hemisphere.” 

Clearly, there is no justification for an increased sugar quota for the Domini- 
can Republic. 

Peru has never produced sugar primarly for the United States market. Its 
natural markets have always been in other countries in South America, notably 
Chile, and in Europe and Asia. Prior to the United States sugar quota system, 
export in volume of Peruvian sugar to the United States has occurred only on 
those occasions when prices here were substantially higher than current prices 
in the world market. During World War II, sent almost no sugar to this 
market, but sold it elsewhere at prices reported to be a great deal higher than 
producers in Cuba received from the United States. Cuba could have made 
similar sales in those same markets, but sold practically all its sugar to the 
United States in determination to cooperate with us in the wartime sugar pro- 
gram. Sugar production in Peru has averaged a little less than 500,000 tons 
per year for many years before and since the United States first adopted its 
Sugar quota system in 1934. Consequently, there seems no reason why pro- 
ducers in Peru need a larger market in this country, and to grant them a larger 
quota would clearly be contrary to the interests of the United States consumers 
because, as demonstrated during World War II, Peru cannot be relied upon 
to fill any part of the sugar needs of the United States consumers in periods of 
emergencies. 
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As Senator Allen J. Ellender, chairman of the Senate Committee on Agri- 
culture, was quoted as saying recently, Peruvian sugar producers “never cooper- 
ate like Cuba.” To reduce the quota for producers who have stood by the United 
States and to increase by that quantity the quota of producers who ship sugar 
here only when it suits their convenience, does not appear to be part of a design 
to bind other nations to the side of the United States. 

During the World War II era, sugar producers in the Dominican Republic sold 
their sugar at substantially the same price as that received by the Cuban pro- 
ducers, but wages, which are a major part of the cost of producing sugar, were 
much lower in the Dominican Republic than in Cuba. In 1948, wages in the 
Cuban sugar industry were about 214 times those in the Dominican Republic. 

Availbale information indicates that wages in the Peruvian sugar industry 
were even lower than in the Dominican Republic. Peruvian producers also are 
reported to have sold their sugar during the World War II era at prices much 
higher than those received by Cuban producers. 


PRIOR TO 1930 TARIFF AND QUOTA SYSTEM, HALF UNITED STATES SUGAR SUPPLY 
FURNISHED BY CUBA 


Even before Cuba became an independent nation in 1902, it occupied a dominant 
position as a supplier of sugar to this country, furnishing about half the total 
consumed here. During World War I, the United States Government, alarmed 
at what threatened to be a sugar famine, sent out repeated calls, urging all 
areas suppling this country to increase their output as much as possible. Only 
producers in Cuba responded with a substantial increase, and this averted the 
threatened sugar famine. 

In spite of this cooperation on the part of Cuba after World War I, the United 
States increased the tariff rate on sugar from Cuba in three successive steps, 
which culminated in the 2 cents per pound levy under the Hawley-Smoot Tariff 
Act of 1930. 

World sugar prices were then declining. For a time during 1982, producers of 
sugar in Cuba received only 59 cents for each hundred pounds of sugar shipped 
here, while the United States Government was collecting $2 duty on each hundred 
pounds, or an ad valorem rate of over 300 percent. 

Naturally, sugar shipments from Cuba declined drastically under these condi- 
tions. The total quantity of Cuban sugar shipped here in 1933 was 1,588,000 tons, 
compared with 4,149,000 tons in 1929 a decline of 2,561,000. 

The primary purpose of the domestic indistry in sponsoring the excessively 
high tariff presumably was to aid continental producers by reducing imports 
from Cuba to increase the price here. The tariff did cut imports from Cuba, 
but it did not lift the price because the principal result of the high tariff was to 
shift a considerable portion of the United States sugar supply from Cuba, only 
90 miles away from the United States, to the Philippine Islands, almost 9,000 
miles away. Philippine producers of sugar received the same tariff protection 
accorded continental producers, but their labor costs were very much lower. 
These Philippine producers were able, consequently, to increase their shipments 
to continental United States from 4.7 to 15 percent of this country’s supply. 
Likewise, producers in Puerto Rico increased their shipments from 8.2 to 14.2 
percent, and Hawaiian producers from 12.1 to 16.2 percent. 

Thus, the high tariff failed both to increase sugar prices in the United States 
and to shift to continental producers much of the market historically supplied 
by producers of sugar in Cuba. But it certainly did reduce Cuban shipments of 
sugar here. 


QUOTA LEGISLATION 


In 19384, quotas were set up restricting the quantities of sugar the supplying 
areas could market in the United States. The size of these quotas, except for 
certain special instances, depended upon the quantities of sugar marketed here in 
the period 1931-33—the years when imports from Cuba were so severely curtailed 
by the 2 cents a pound tariff. 

The years selected as the base period for Cuba were the worst in the history 
of the Cuban Republic, and conversely the best for the domestic industry even 
though the legislation provided that the Secretary of Agriculture could fix quotas. 
for the various areas based on “average quantities therefrom brought into or 
imported into continental United States for consumption, or which was actually 
consumed therein, during such 3 years, respectively, in the years 1925-33, inclu- 
sive, as the Secretary of Agriculture may, from time to time, determine to be 
the most representative respective 3 years.” 
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Had the first 3 years of this period been selected as the “most representative 
respective 3 years’, the quota for Cuban sugar would have amounted to 55.32 
percent of the total United States consumption instead of the 28.82 percent which 
Cuban producers were permitted to send here. 

Thus, the actual quota for Cuba was about half as much as it would have 
received with 1925-27 as the base period. The rest of the sugar which Cuba had 
previously supplied was allocated to the other producing areas. 

The Sugar Act of 1937 virtually continued, so far as Cuba was concerned, the 
low quota given her by the 1934 act. 

Thus, at the time Pearl Harbor was bombed, producers of sugar in Cuba 
were limited by United States law to a basic quota of 28.6 percent of the sugar 
consumed in this country. They could count on shipping only about 2,000,000 
tons of sugar to the United States each year, although they had been sending 
almost double that prior to 1930. 

When World War II came, the United States required much more sugar than 
it normally does, since sugar was needed not only as an essential every-day food, 
but also for the production of explosives, manufacturing synthetic rubber, and 
for a great many additional war uses. 

Besides, the Philippines were taken over by the Japanese, with the consequent 
loss of all sugar from that source. 

So once more the United States called upon all areas of supply to increase 
production as much as they possibly could. Again, only Cuba could and did 
ship here any significantly increased quantities. 

Even in Cuba, it took time to produce the much larger quantities needed. 
Sugar is an agricultural product, and the first crop cannot be harvested until 
about 18 months after the cane is planted. 

Since their most important market, the United States, had been restricting 
their shipments here to about 2,000,000 tons a year, and other markets could 
absorb only about 1 £000,000 tons, producers in Cuba were growing approximately 
3,000,000 tons annu: lly at the outbreak of World War II. Responding to the call 
of the United States, they increased production as rapidly as they could. In 
1944, their output reached 5,600,000 tons, and their 1947 and 1948 crops of 
6,448,000 and 6,675,000 tons, respec tively, were the largest ever produced in any 
country in a crop year. 

During World War ITI, the United States Government bought the Cuban sugar 
crops each year, except for a small quantity reserved for local consumption and 
to obtain products not available from the United States. More than half the 
sugar available to the United States for use here and by the Allies during 
World War II was supplied by Cuban producers. 

The 1947 Cuban crop of 6,448,000 tons was a decisive factor in ending more 
than 5 years of sugar rationing for United States housewives and industrial 
users. Clinton P. Anderson, then Secretary of Agriculture, in lifting the limita- 
tions on individuals and institutions on July 12, 1947, said that the United 
States was able to remove the controls because it was getting this additional 
sugar from Cuba. 

The Sugar Act of 1948 granted to Cuba a participation in the United States 
market on a basis different from that of the 1987 act. Instead of a percentage 
basis of the total consumption, producers of sugar in Cuba were to participate 
in the United States market to the extent that it exceeded the 4,268,000 tons 
reserved for United States continental and insular producers and the 982,000 
tons granted to the Philippines. 

In addition, at the request of Cuba, it was guaranteed a participation not less 
than that resulting from the Sugar Act of 1937. 

During the years in which the Sugar Act of 1948 has been effective, because 
the other areas of supply were unable to fill the quotas granted to them, Cuba 
furnished an annual average of 41 percent of the sugar consumed in the United 
States. 

In July and August of 1950, following the outbreak of hostilities in Korea, 
scare-buying of sugar in the United States reached panic proportions. Once 
again, needing a great deal more sugar, the United States turned, as it had on 
similar previous occasions, to the only source from which the required quantities 
could be obtained. Arrangements were made for the purchase of an extra 
600,000 tons of sugar from Cuba at a price about one-half cent per pound below 
the then world market price. 

Since these 600,000 tons were enough to furnish every man, woman and child 
in the United States with about a month’s supply of sugar, the scare-buying 
subsided just as quickly as it had started. 
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Likewise, in 1951, producers in Cuba have been meeting United States requests 
for more sugar, whereas producers in “other foreign countries” have practically 
stopped shipping sugar here. It may be a coincidence, but they can get about 
2 cents a pound more for their sugar elsewhere. 

Obviously, the reduction in the quota for Cuban sugar proposed in H. R. 4521 
is against the interest of the United States because it discriminates against the 
only source from which the United States has ever been able to get the increased 
supplies needed in emergencies. 

Furthermore, the real cost of Cuban sugar to the United States public is lower 
than that of domestically produced sugar, since producers in domestic areas 
receive subsidy payments and tariff protection. 


UNITED STATES SALES TO CUBA DEPEND UPON SALE OF CUBAN SUGAR HERE 


Since Cuba’s purchases from the United States are financed largely by the 
sale of Cuban sugar here, H. R. 4521 would impair Cuba’s ability to buy from 
this country by reducing the quantity of sugar Cuba could ship here. 

Historically, Cuba has been one of the best markets for all kinds of agricultural 
and manufactured products of the United States. The bulk of Cuba’s imports 
has been purchased from the United States each year since 1909. In 1950, 79 
percent of Cuba’s imports came from this country. 

During 1931-33, when sugar shipments from Cuba to this country were more 
than cut in half as the result of United States legislation, and were valued at an 
average of only about $47,000,000, United States sales to Cuba averaged only 
about $48,000,000. With United States sugar quotas suspended, this country 
paid $401,000,000 for sugar from Cuba and its sales to Cuba in 1947 reached a 
peak of $492,000,000. In 1949, with the Sugar Act of 1948 in operation, the United 
States paid only $305,000,000 for sugar from Cuba and its exports dropped to 
approximately $380,000,000. In 1950, with sales of sugar to the United States 
amounting to $325,000,000, Cuba’s purchases rose to mbBre than $456,000,000. 
Sugar usually accounts for about three-fourths of Cuba’s total exports to the 
United States. The sum of United States sales to Cuba and purchases from 
Cuba is currently running at the rate of about a billion dollars a year. 


CUBAN MARKET VITAL TO UNITED STATES FARMS AND FACTORIES 


United States exports of rice to Cuba, valued at $49,000,000 in 1949, and at 
$58,000,000 in 1950, are vital to the livelihood of rice farmers and millers in 
Texas, Louisiana, Arkansas, Mississippi, and California. 

The Rice Millers Association, representing the industry in this country, last 
year in a letter to the chairman of the Committee for Reciprocity Information, 
pointed out that for 13 years Cuba has been the principal foreign market for 
United States rice, and described the continuation of Cuba as a market for rice 
produced in this country as “the lifeblood of the domestic industry.” 

United States exports to Cuba of machinery and vehicles amounted in 1950 to 
$127,000,000. 

Exports of wheat flour from the United States to Cuba in 1950 were valued at 
$10,000,000, lard at $18,000,000, and chemicals at $33,000,000. 

Cuban purchases of machinery and vehicles are of special importance to such 
heavily industrialized States as New York, Pennsylvania, New Jersey, Ohio, 
Illinois, and Michigan; of wheat flour to Kansas, Nebraska, Oklahoma, Missouri, 
Illinois, New York, and other States; of lard to the corn-hog producing States of 
Iowa, [llinois, Indiana, Missouri, Minnesota, Ohio, and others; of chemicals to 
such States as Texas, Michigan, New York, and New Jersey. 

Cotton farmers throughout the South, from North Carolina to Texas and on 
to California, also have an important outlet for their product in Cuba, both in 
the form of textiles and as raw cotton. 

Only three other nations, Canada, United Kingdom, and Mexico, bought more 
from the United States in 1950 than did Cuba, and all of these countries have 
much larger populations. Cuba cannot continue to buy in such quantities from 
this country if the United States reduces its importations of sugar from Cuba. 


UNITED STATES INVESTMENTS IN CUBA 


United States investors have supplied almost three-fifths of the estimated $1 
billion invested in the Cuban sugar industry, according to a recent study published 
by the National City Bank, which estimates that on October 26, 1950, investments 
of United States capital in Cuba totaled $785,000,000. 
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Direct investments by United States citizens in Cuba were larger than those 
in any other country except Canada, according to the latest available report by 
the United States Department of Commerce. Directly or indirectly the return on 
substantially all these investments is dependent upon the volume of exports of 
Cuban sugar to the United States. 

CONCLUSIONS 


As the facts cited clearly demonstrate, H. R. 4521 should be modified in some 
respects. 

It might well reduce the normal flow of commerce between the United States 
and Cuba. If the sugar trade between the two countries could be put upon a 
sounder basis, instead of being subjected to such drastic fluctuations as it has 
undergone in the last 15 years, economic conditions in both countries would be 
improved and no one in the United States would need to fear a sugar shortage, 
even in wartime. Certainly, the sugar trade between the United States and Cuba 
can be placed upon a sounder basis without losing sight of the fact that the 
domestie and insular sugar industry is an established part of the United States 
economy. 

Economics, contractual obligations, ties of friendship and common sense all 
testify that instead of being reduced, the participation by Cuba in the United 
States sugar market should be increased if possible, 

Certainly, if the United States wishes to be even more generous to the Puerto 
Rican producers, that generosity should not be extended at the sole expense of 
producers in Cuba. 

Certainly, there should be no lowering of the already too low minimum quota 
guaranteed Cuba. 

Certainly, there is neither justice nor logic in transferring from Cuba to coun- 
tries who have never been normal suppliers of this market, and who have no long 
record of cooperation in meeting this country’s sugar needs such as Cuba has, any 
part of the participation in the United States market of that one source that has 
been and can be depended upon year in and year out, in good times and in bad, 
to protect the sugar supply of the United States—the sugar industry of Cuba. 


United States use of sugar from Cuba, Puerto Rico, Peru, and foreign countries 
other than Cuba and the Philippines 
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1 1925-29—a period prior to the imposition of the Smoot-Hawley tariff in 1930. The Smoot-Hawley tariff 
greatly reduced sugar imports from Cuba during 1931-33; and performance during the 1931-33 period was 
used as the basis for setting quotas under the 1934 Sugar Ket. 

Quotas were in effect during 1934-38 and 1940. They were suspended during the latter part of 1939 and the 
estimate of consumption requirements was raised to 9,000,000 tons during 1941 which had the same effect 
as suspending the quotas. 

Quotas were susnended during the wartime period of scarcity from 1942 through 1947. 

Quotas were again in effect in 1948, 1949, and 1950. Basic quotas for 1948 were calculated from estimated 
consumption requirements of 7,200,000 tons, for 1949 from 7,250,000 tons, and for 1950 from 7,500,000 tons. 

2 Figures for Puerto Ri+o renresent pro diction excent during 1934-38, 1940, 1948, 1949, and 1950 when they 
are the sum of the United States quota for Puerto Rican sugar and the local quota. 

3 The figures for other foreign countries include Peru, as well as the others (Dominican Republic, Mexico, 
Nicaragua, Salvador, etc.; individual figures for these other countries are not given above because not avail- 
able in published sources). 

* Under 500 tons. 


Source: U. 8. Department of Agriculture and U. 8. Tariff Commission. 





128 EXTENSION OF SUGAR ACT OF 1948 


Dr, Frern6és-Isern. Mr. Keiser, you say you have been very reluc- 
tant in i i Bi the proposed increase in Puerto Rico quota, and I 
say that I have gone one better, and I have not even opposed any of 
the concessions to Cuba, but to set the record straight on the question 
of the amount of sugar which Puerto Rico sold in the world market, is 
it not true that at the time we sold it the world market price was below 
that of the domestic price ? 

Mr. Ketser. I believe it was, sir. 

Dr. Fern6s-Isern. While Cuba was selling in the United States at 
the higher United States price? 

Mr. Ketser. And in the world market at the world price. The only 
thing is that Cuba had no subsidy to help her overcome that lower 
world price. 

Dr. Fernos-Isern. We are within. 

Mr. Keiser. Yes. 

Dr. Fern6s-Isern. That is the question. 

Another thing, you will remember that in the report of the 1948 
act it was definitely stated by this committee and it is part of the 
legislative history of the 1948 act, that it was not to be considered as 
something permanent, but just a temporary measure to help readjust- 
ments, the postwar adjustments. Are you familiar with that? 

Mr. Keiser. I am not familiar with that. 

Dr. Frrnos-Isern. On the question of minimum, do you propose 
that the floor for Cuba be higher than it is at certain instances, higher 
than it is proposed in the law? 

Mr. Keiser. I am afraid I do not quite understand. 

Dr. Frrnés-Isern. You would amend or have amended the provi- 
sions of the bill so that the floor provided for Cuban sugar importa- 
tions would be higher ? 

Mr. Keiser. Yes; 202—D. 

Dr, Fernoés-Isern. Rather thal the alternative formula as found in 
the bill? 

Mr. Keiser. That is right. 

Dr. Frrnos-Isern. Would it be a fair statement to say that the 
domestic areas have no floor until Cuba finds its floor under the pro- 
visions of the bill; is that not so? 

Mr. Keiser. The domestic areas have no floor. 

Dr. Ferno6s-Isern. Until Cuba has found its floor, is that not 
true—not until Cuba is guaranteed 28.6 in one instance or 2,116,000 
tons in another instance—not until that is done can we determine the 
floor for domestic areas, is that not so? 

Mr. Ketser. That could be. 

Dr. Fernos-Isern. However, we have a ceiling which is our quota, 
and if we have deficits in our quotas in the domestic areas, Cuba 
participates with the other domestic areas in filling those deficits? 

Mr. Keiser. That is right. 

Dr. Frrnés-Isern. In this sense Cuba participates in filling the 
deficits as though Cuba were domestic. 

Mr. Keiser. That is right. 

D1. Fern6és-Isern. So we have a floor which comes after the Cuban 
floor and we have a ceiling? 

Mr. Keiser. As I see it Cuba has no floor, except a percentage floor. 

Dr. Frernés-Isern. That is right, but ours comes afterward. 

Mr. Kerser. That is no actual floor. 
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Dr, Frernos-Isern. However, we do have a ceiling, a definite ceil- 
ing, and Cuba has no ceiling. 

Vould you favor a better floor for Cuba while accepting a ceiling 
for Cuba after which the domestic areas would come in, together with 
Cuba, and participate in filling the amounts to be consumed beyond 
the ceiling ¢ 

Mr. Ketser. I believe that would so change the fundamental prin- 
ciples of the act that I would not. 

Dr. Frernoés-Isern. That is all, Mr. Chairman. 

The Cuarrman. Thank you very much, Mr. Keiser. 

Mr. Keiser. Thank you. 

The Cuarrman. We will next hear from Mr. Laurence A. Crosby, 
president of the American Chamber of Commerce of Cuba. 


STATEMENT OF LAURENCE A. CROSBY, PRESIDENT, THE 
AMERICAN CHAMBER OF COMMERCE OF CUBA 


Mr. Crosspy. Mr. Chairman and gentlemen, I should like to be per- 
mitted to file my statement in the record and touch some of the high 
lights. 

The Cuamman. That may be done. Your statement will be made 
a part of the record. 

(The prepared statement of Laurence A. Crosby is as follows :) 


STATEMENT OF LAURENCE A. CrosBy, PRESIDENT, THE AMERICAN CHAMBER OF 
COMMERCE OF CUBA 


My name is Laurence A. Crosby. I am a citizen of the United States of Amer- 
ica and a resident of Habana, Cuba, where I am employed as an executive of 
certain sugar-producing companies, affiliated with Cuban Atlantic Sugar Co., 
a Delaware corporation, the majority of whose stock is owned by United States 
citizens and residents. The Cuban Atlantic group is one of the principal 
American-owned sugar enterprises in Cuba. This statement is made on behalf of 
the American Chamber of Commerce of Cuba of which I am a director and 
president. 

(A) The American Chamber of Commerce of Cuba was founded in 1919 by 
American businessmen of Habana for purposes including the following: 

“To promote trade and commerce between the United States of America and 
the Republic of Cuba; to foster and to encourage the agricultural, mining, indus- 
trial, financial and commercial interests of both countries; and to cooperate 
with the Governments and with the citizens of both countries for the maintenance 
of friendly relations and for the solution of their common problems.” 

This statement is submitted in furtherance of the aforesaid purposes of our 
chamber of commerce, and in a spirit of cooperation toward an equitable solu- 
tion of the questions raised by the new sugar bill. We hope that the Sugar Act 
of 1948 will be extended by Congress on equitable terms. 

Our chamber of commerce membership numbers about 165 American manu- 
facturers, merchants, exporters and importers, bankers, accountants, trans- 
portation, and insurance interests, and others engaged in the trade between 
the two countries. This membership reflects American investments in Cuba, 
estimated at over $785,000,000, including American-owned companies which 
produced about 45 percent of Cuba’s 1951 sugar crop of 6,345,000 short tons. 
Our members are also vitally interested in the high level of trade between the 
two countries, which in 1950 consisted of $460,000,000 of United States exports 
to Cuba, and $405,000,000 of Cuban exports to the United States. In 1950 Cuba 
bought from the United States about 80 percent of Cuba’s total imports of 
$515,000,000 and sold the United States about 65 percent of Cuba’s total exports 
of $642,000,000. United States-Cuban total trade in 1950 (exports and imports 
combined) exceeded the total United States trade with every other country in 
the world except Canada and Brazil. Considering United States exports alone, 
the United Kingdom and Mexico also ranked in 1950 slightly above Cuba. United 
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States exports to Cuba comprise a wide range of agricultural and industrial 
products, produced in many States of the Union. Among the principal items 
are: rice, flour, lard, cotton, fruits and vegetables, vegetable oil, textiles, lumber, 
paper, chemicals, petroleum products, automobiles, steel, machinery, radios, 
glassware, and pharmaceuticals. In 1951 Cuban imports from and exports to 
the United States are currently running at a volume above 1950. 

(B) Fundamental considerations pertinent to United States sugar policy to- 
ward Cuba: Before commerting on the pending sugar bill, it seems appropriate 
to sketch briefly certain basic facts of economics and history which in the best 
interest of both countries should not be overlooked in this connection : 

(1) The prosperity of Cuba, and consequently the maintenance of the large 
Cuban market for the products of the soil and industry of the United States, 
depend upon Cuba having an adequate share of the continental United States 
sugar market and on the maintenance of the 50-year-old preferential tariff system 
between the two countries. These conditions are of great importance not only 
to our chamber of commerce, and American investments in Cuba, but also to the 
many American farmers and American industries, at home, which supply some 
$460,000,000 of present annual exports to Cuba, The historical record demon- 
strates beyond doubt that Cuba’s ability to buy American products depends on 
her ability to sell to the United States a large volume of sugar. Her purchasing 
power varies with her selling power. At present Cuba has an adverse balance 
in physical trade with the United States, as well as in total balance of payments 
with this country. She makes up the deficit by selling sugar in other markets 
for dollars—an expedient of doubtful duration. It is therefore obvious that 
any material reduction in Cuba’s sugar quota carries a threat to the present 
level of Cuban purchasing power for American goods. 

(2) The Cuban sugar industry was built up primarily to supply the United 
States market. This condition existed more than 50 years ago, Or prior to the 
War with Spain. From shortly after the founding of the Cuban Republic, in 
1902, until the prohibitive sugar tariff of the Hawley-Smoot Act of 1930, Cuba 
was supplying on the average about 48 percent of the annual sugar requirements 
of the United States. As United States requirements grew, the Cuban industry 
expanded, with the particular encouragement of the United States in the World 
War I period, until by 1925 it consisted of 183 mills, with a capacity of some 
6,000,000 tons per crop. More than half the output at that time was from Amer- 
ican-owned mills. When the Hawley-Smoot Act cut in half Cuba’s sugar exports 
to the United States, and the first quota act (1934) froze such exports at the 
low level of 1931-33—the lowest 3-year period in Cuba’s record for nearly 30 
years—Cuba’s sugar industry was subjected to an extremely drastic restriction, 
which lasted through 1941. The operating mills declined to 160, and the general 
average of operation was hardly 50 percent of normal. Restrictions on Cuban 
production, ended in World War II, and have not since been reestablished, But 
not a single new mill has been built in Cuba in 25 years; and the number oper- 
ating in 1951 was only 161. Improvements, however, in cane and in the existing 
mills have restored the production capacity of 1925, and the 1948 crop of 6,675,000 
tons exceeded slightly the previous record of 1925. The 1951 crop, now prac- 
tically finished, is estimated at about 6,345,000 tons, and if weather is favorable 
for the cane, the 1952 output may surpass somewhat the 1948 figure. Of course, 
even under the Sugar Act of 1948 and ‘present levels of United States consump- 
tion, about one-half of the output for export has to be marketed elsewhere. The 
average of Cuban sugar shipments to the United States in the 3 years 1948-50, has 
been about 3,150,000 tons per year—and Cuba’s 1951 United States quota is 
today 3,149,000 tons, including 190,000 of Philippine deficit allocation. This 
1951 total is 38.17 percent of the current total United States consumption rate 
of 8,250,000 tons, as compared with an average percentage of about 41 percent 
in the previous 3 years—when average consumption was lower. 

(3) The Hawley-Smoot Tariff of 1930 which raised the duty on Cuban sugar to 
2 cents per pound (then equivalent to 200 percent or more, ad valorem) brought 
about an immediate expansion of sugar production in American areas at the 
expense of Cuba, and created in Cuba a terrible condition of unemployment, bank- 
ruptcy, undernourishment, and revolution. In 1929 Cuba’s exports to the United 
States had been valued at $208,000,000, including about 4,150,000 short tons of 
sugar; by 1983 they had fallen to $57,000,000, including only 1,583,000 tons of 
sugar. Consequently, United States exports to Cuba fell from $127,000,000 in 
1929 to $25,000,000 in 1933. 

(4) In striking contract with the history of Cuban sugar from 1902-29 is the 
fact that during that period the other foreign countries sent very little sugar to 
the United States for consumption. While it is true that throughout that period 











al 
ns 
rr, 
Ss, 
to 


O- 
te 
‘St 


ge 
Ss 
es 
m 
ily 
he 
ne 
n- 
on 
ng 
ce 
its 
ts 
at 
nt 


he 


ba 
its 
ry 
‘ld 
ne 
ar- 
‘ts 
he 
30 
mn, 
“al 
an 
ut 
or- 
ng 


ic- 
le 
Se, 
ip- 
he 
as 


lis 
ite 
nt 


to 
ht 
he 
k- 
ed 
of 
of 
in 


he 


od 











EXTENSION OF SUGAR ACT OF 1948 131 


Cuban sugar enjoyed a 20 percent American tariff preferential, that, of itself, 
could not have prevented such countries, with lower labor costs, competing suc- 
cessfully in the United States market if they had determined to do so. Probably 
one reason why they did not so compete to any great extent was that during much 
of the time the world market price was at parity with, or higher than, the New 
York price basis for Cuban sugar—in other words, Cuba herself was not getting 
the full benefit of her United States tariff preferential position as compared with 
the world market. It seems pretty clear from history that the sugar industries 
of the other countries of Latin America, which now seek more quota in the United 
States, were not developed for the purpose of supplying sugar for United States 
consumption. An example is the Dominican Republic, whose industry cap:city 
in 1908 was about 50,000 tons and is now over 500,000 tons, withcu’ its having 
marketed on the average any substantial amount in the United States during 
the past 45 years. Peru, likewise, has always found its markets elsewhere—in 
Seuth America and Europe. Their present ardent demand for more United 
States quota at the expense of Cuba may be due to fear that the existing and 
presently more profitable markets elsewhere may shrink in the future. 

In the 10 years, 1924-33, average annual exports of sugar for consumption 
in the United States, from foreign countries other than Cuba, were only about 
44,000 tons; even the Hawley-Smoot Act seemed to have little effect on them, as 
the average for 1931-33 was nearly 40,000 tons.’ 

(6) The first United States sugar quota act, the Jones-Costigan Act of 1954, 
halted the rapid expulsion of Cuban sugar from the United States market, but 
unfortunately froze its position at its lowest percentage share in that market 
for any 3-year period since 1902 and its lowest tonnage share therein for any 
3-year period since 1912. The 3-year period selected as the base for Cuba’s quota 
by the Secretary of Agriculture was that of 1931-33, the worst, comparatively, 
in the whole history of the Cuban Republic. On the other hand, the same period, 
chesen by the Secretary for most of the United States domestic areas, including 
overseas areas, was the most favorable in history for those areas. Under the 1934 
act the Secretary could select as the basis for the quota for the respective areas, 
including Cuba, the sugar marketings of such area in the United States for any 
3-year period between 1925 and 1933; so that he had the power, if he had found 
it practicable to exercise, to base Cuba’s quota on her 1925-27 marketings, aver- 
aging 3,950,000 tons per year. Instead, in order to give the largest possible 
quotas to the domestic areas, he selected 1931-33 as the representative period ; 
but in that period Cuba had marketed an average of only 1,930,000 tons—her 
lowest 3-vear average in more than 20 years. Little wonder that while Cuba, 
floored as she was by the one-two punches of the Hawley-Smoot tariff, deeply 
appreciated being saved from economic extinction, found it difficuit to applaud 
a quota basis which reduced by one-half the amount of sugar she had been mar- 
keting in the United States during the decade of 1920—29, i. e., before Hawley- 
Smoot drove her out of the market. The second quota act, the Sugar Act of 
1937, virtually continued for Cuba the treatment of 1934, giving her only 28.6 
percent of the United States market. Thus, her industry, from 1934 to 1941, 
continued to be drastically restricted ; and her sugar farmers and workmen had 
a very meager livelihood, and very low purchasing power for United States 
products. She was, however, helped somewhat, economically, by substantial 


’ reduction in the United States sugar tariff, for which the United States received 


compensation through tariff concessions by Cuba. 

(7) During two World Wars, and again in the sugar scare of 1950 following 
the Communist attack on Korea, Cuba has always come forward at the request 
of the United States aud placed her sugar crops or stocks at her great neighbor’s 
disposal, at prices below market and which have reflected the deep friendship of 
Cuba for the United States. During both World War energencies, Cuba did a 
tremendous job in expanding production to meet the needs of the United States 
and the Allies. In World War II Cuba alone, of all the areas normally sup- 
plying the United States market, was able materially to increase her production, 
from a restricted output of about 2,700,000 tons in 1941, she boosted her crop to 
5,647,000 tons in 1944, and to 6,448,000 in 1947. Considering that no new 
factories could be built, and that cane requires 12 to 18 months from date of 
planting to time of harvesting, Cuba’s war record was an impressive demon- 
stration of the Cuban industry’s great value to the American consumer, as well 
as of the importance to the United States of maintaining it strong and pros- 
perous, as a sure source of supply and a safeguard against future perils. The 





‘No account is taken in these figures of “draw-back sugar,” i. e., sugar imported for 
reexport, in the form of sugar or products containing sugar—with benefit of duty draw- 
back—inasmuch as such sugar is not subject to quota restrictions. 
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percentage of United States sugar consumption furnished by Cuba during World 
War II period rose as high as 50 percent in 1947. In addition, large quantities, 
purchased by the United States Government, were turned over to our partners 
in the war. 

(8) As already mentioned under (2) above, the Sugar Act of 1948, now in its 
fourth year of operation, has operated, with the rising trend of consumption, 
to bring Cuba’s shipments to the United States to an average of about 3,150,000 
tons per year, or about 40 percent of total United States consumption. While 
this materially ameliorates the much too limited quota given to Cuba under the 
earlier sugar acts, it still compares unfavorably, both as to tonnage and as to 
percentage with Cuba’s participation in the United States market in the decade 
before the prohibitive Hawley-Smoot Tariff Act of 1930. In that decade, 1920-29, 
Cuba’s average annual shipments of sugar to the United States were 3,650,000 
tons, and represented on the average over 55 percent of total United States 
consumption. Indeed, Cuba’s percentage even for 28 years, 1902-29, was over 
48 percent of the total United States consumption. So that if it be said that 
the Sugar Act of 1948 has operated favorably for Cuba, it is only fair to remember 
that it has by no means enabled Cuba to recover the position she enjoyed in 
this market, during the long period prior to 1930 when entry of sugar into the 
United States was not obstructed by prohibitive tariffs or by quotas. On the 
other hand, under the 1948 act most if not all, of the domestic areas enjoy 
quotas equivalent to or greater than their maximum production for any con- 
siderable period during the 1902-29 period ; and the foreign countries other than 
Suba are already enjoying a total quota at least equivalent to their average 
annual entries of sugar in the period 1923-29, or that of 1923-33. 

(C) From the foregoing outline of the history of Cuban sugar in the United 
States market from 1902 to 1950, the following conclusions stand out: 

(1) During the 28 years, 1902-29, when the United States market was not 
obstructed by insurmountable tariffs or limited by quotas, Cuba furnished 48 
percent of United States sugar consumption requirements; 

(2) In two world wars and again in 1950, when the United States faced sugar 
emergencies, Cuba has been her friend and reliable supplier, in ever greater 
volume ; 

(3) A prosperous Cuba ranks among the five most important customers of 
the United States, but her purchasing power depends fundamentally on her 
ability to sell sugar to the United States, 

(D) The effect on Cuba of the provisions of the new sugar bill: (1) the new 
sugar bill, if applied to the United States consumption level of 8,250,000 tons 
(the present 1951 figure), would reduce Cuba’s basic quota under the 1948 
act, by 8.4 percent, or about 248,000 tons. If, as some believe, consumption will 
continue to increase by 150,000 tons per year, then in 1953, when the bill takes 
effect, the consumption level would be about 8,500,000 tons; and under such 1953 
conditions, this bill, as compared with what Cuba would have at that con- 
sumption level under the 1948 act, would reduce her share of the United States 
market by about 254,000 tons, or 7.9 percent. Tonnagewise, Cuba’s basic quota 
in 1958 on 8,500,000 tons, would be 2,951,040, under this bill, as compared with 
her 1951 basic quota, on 8,250,000 tons of 2,959,200, under the 1948 act. 

For clarity, we may state it as follows: At the 8,250,000-ton level, Cuba’s basic 
quota (before any deficit allocations) is 2,959,200 tons under the 1948 act; and 
under the new bill it would be 2.711.040 tons. At the 8,500,000-ton level, the 
figures are respectively 3,205,000 tons under the 1948 act and 2,951,040 tons 
under the new bill. (In case of a deficit from the Philippines under the new bill, 
it may be estimated that the above-indicated reductions for Cuba under the new 
bill would be offset by from 1,000 to 3,000 tons—because the bill increases Cuba's 
share of such deficit by 1 percent, that is, from 95 to 96 percent.) : 

(2) The indicated reductions in Cuba’s basic quota under the new bill are 
due to the following quota increases provided for in the bill, at the sole expense 
of Cuba: 














Quota in- 
Increase crease Over 
1948 act 
Tons Percent 
III hs So ee ge So  epieiilenpabt cs sbulrnabcinwe 170, 000 18. 68 
To Virgin Islands. .-__..__-- Rag ee ORE sre yee) Fe ey hye eae ee RENEE 6, 000 100 
To foreign countries (other than Cuba and the Philippines).................- 72, 160 (*) 








1 About 200 percent, on basis 8,250,000-ton consumption. 
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(3) For most people a reasonable quota increase to Puerto Rico in the present 
cireumstances may have a strong appeal in principle. Puerto Rico has a large 
and growing population; under the able and inspiring leadership of Governor 
Munoz Marin, she is making valiant efforts to meet her economic problems; and 
she has been permitted by the United States, in the last four crops (including 
1951) to produce sugar, with the benefit of the subsidy provided by the 1948 act, 
in excess of her existing basic quota of 910,000 tons plus local requirements. 
She feels she should not now be curtailed. The 170,000-ton figure is, we under- 
stand, a compromise reached by the United States Government departments 
concerned ; and we feel it would be ungracious and unbecoming for our American 
Chamber of Commerce of Cuba to object in principle to a reasonable increase of 
quota for Puerto Rico. But, since the domestic areas have insisted that such 
increase shall be provided entirely out of Cuba’s quota, we are bound to point 
out that the bill would be more equitable if the sacrifice required to provide these 
170,000 additional tons for Puerto Rico were shared to some extent by other 
areas, instead of being thrown entirely on Cuba. The domestic areas think 
otherwise, claiming consideration for assenting to an increase to Puerto Rico, at 
the expense of Cuba, without having demanded any increase for themselves. 
One argument behind their position is that, so long as consumption continues 
to increase, Cuba under the terms of the bill will receive 96 percent of the 
increase and, therefore, should be asked to make the sacrifice required. It is a 
problem of balancing the equities of the case—and the task might be difficult 
even for King Solomon himself. There is, however, no doubt at all that under 
the bill Puerto Rico’s gain is Cuba’s loss, and no one else’s; and Cuba is the 
only area or group which under the 1948 act has and under this bill will have 
a smaller tonnage in the United States market than in the normal decade of 
1920-29. These are distinctions which Cuba might be willing to share with others. 

(4) The same considerations might apply theoretically to the 6,000-ton increase 
proposea for the Virgin Islands, but the amount involved is too small to be even 
discussed. 

(5) The proposed transfer of 170,000 tons of quota from Cuba to Puerto Rico 
would be less onerous for Cuba if the bill could be improved in the respects 
mentioned below, and if also it were given a duration of 8 or even 6 years 
instead of only 4. Four years is a very short time for planning production in 
the cane-sugar industry of the tropics, and too short to give a reasonable assur- 
ance of sound and stable conditions. The sugar-quota system appears here to 
stay ; whereas a 4-year bill sounds like a temporary measure. It would be much 
better for Cuba, the only area losing quota by the new bill, that the extension 
provision should not be so short, so that she might know where she stands for a 
more reasonable period of years. It is a great handicap to Cuba that she 
cannot forecast her United States quota for more than 4 or 5 years at most. 

(6) Very different from these issues is the proposal to give, at the expense of 
Cuba, about 72,000 tons, or a 200 percent increase, to the “other foreign coun- 
tries.” Their historical record in general, and the nature and purpose of their 
sugar industries, do not warrant this. The proposal to favor them, at Cuba’s 
cost, may spring principally from the fact that the tonnage involved is not very 
large, aS compared with Cuba’s total. (Like the illegitimate baby in the story, 
the impropriety is said to be unworthy of criticism, because it was only a very 
little baby.) Also, the claim is made that the 4 percent of the excess of con- 
sumption over the fixed quotas of the domestic areas and the Philippines, given to 
the “other foreign countries” by the bill, represents about what they sent to the 
United States during the 1937-41 period of the Sugar Act of 1937. But that act 
was itself a bit too generous, on the record, in giving them much more quota 
than their entries of sugar in the 10-year prequota period, 1924-33; possibly 
done in order to help them a little in view of the restrictions of the International 
Sugar Agreement of 1987. That agreement is in suspense since the beginning of 
World War II, and any new agreement will take their problems into account. 
In view of history and performance, it is hard to find a fair and sound reason 
for increasing them at Cuba’s expense. Under present conditions these “other 
foreign countries” can easily continue to do what they have done in the past 4 
years, and will probably continue to do so if it suits their purpose—i. e., sell 
their sugar where they have always sold it; to wit, in the world market. Since 
July 1950, world market prices have been generally materially above American 
prices. At present they are about 2 cents per pound higher. We have seen no 
logical reason to increase this quota at the expense of Cuba, which has an out- 
standing record of consistently supplying sugar to the United States at low 
prices and of holding large quantities in reserve for the United States in case it 
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might be needed at times when the rest of the world wanted the sugar and was 
offering prices higher than the United States price. It is certainly hard, and of 
questionable equity, that Cuba, whose present participation in the United States 
market is still materially less in both tonnage and percentage than that she 
enjoyed for many years prior to 1930, should be asked to give up quota to “other 
foreign countries” in order to lift their participation to a figure considerably 
more than double what it was for several years prior to 1930. If, notwith- 
standing these historical facts, the committee considers that some increase (we 
sincerely hope much less than that 200 percent proposed) should be given to the 
“other foreign countries” at the expense of Cuba, we feel that any such action 
should be understood as being final and for once only, and certainly not as a 
precedent for further such increases to those countries 4 or 5 years hence, 
or whenever sugar-quota legislation comes before Congress in the future. 

(7) Finally, a further undesirable feature of the bill from the Cuban stand- 
point is the revision of clause 202 (d), which reduces Cuba’s minimum guaranty 
from the 28.6 percent provided by the 1948 act to a flat 2,116,000 tons, when 
consumption totals over 7,400,000 tons. The effect of this change may be, and 
we hope it will be, more theoretical rather than practical. Quite possibly it 
may never become operative. Nevertheless, we think a fairer alternative would 
be a provision which would leave the old 28.6 percent guaranty intact, without 
prejudice to any domestic area’s position as it stood under the 1948 act. This 
result is easily accomplished by merely providing that, it the clause should 
have to operate, the first contributions to it would come from the increases in 
quotas provided by the new bill itself. 

In conclusion, we wish to emphasize that the facts, considerations, and sug- 
gestions herein stated are submitted to the Committee on Agriculture in a 
spirit of cooperation. The enactment of fair and equitable quotas is always a 
difficult task of balancing conflicting interests, with even-handed justice and 
sympathetic understanding. We are confident that the committee approaches 
the present problems in that spirit, and with that purpose. 


Mr. Crossy. So much ground was covered by Mr. Keiser’s statement 
and by the questions and answers following his statement that I 
believe I can cut my statement shorter than I had even planned to do. 

I want to say that I am a citizen of the United States and a resident 
of Habana, where I am employed by certain sugar-producing com- 
panies which are affiliated with the Cuban Atlantic Sugar Co., which 
is a Delaware corporation whose stock is listed on the New York Stock 
Curb Exchange, and the great majority of which stock is owned by 
American citizens. 

I cannot claim the privilege of having come from either the State 
of Missouri or the State of Minnesota, but I am in the M group. I 
was born in the State of Maine, which entered the Union the same 
year as I remember as Missouri, and I have distant connection of mine 
through the fact that a distant cousin was born in the same town 
in which I was born who went to Minnesota and established the Wash- 
burn-Crosby flour-milling industry in that State. 

I am appearing here as a director and president of the American 
Chamber of Commerce of Cuba, which is an organization formed by 
American businessmen in 1919. And among its purposes were stated 
the following: 

To promote trade and commerce between the United States of America and 
the Republic of Cuba; to foster and to encourage the agricultural, mining, in- 
dustrial, financial, and commercial interests of both countries; and to cooperate 
with the Governments and with the citizens of both countries for the mainte- 
nance of friendly relations and for the solution of their common problems. 

And it is in furtherance of those purposes and in the spirit which 
they express that I am here today. 

ur chamber is much interested in the extension of the Sugar Act 
of 1948, and we want to see it done on an equitable basis. 
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In our chamber membership we have about 165 American mem- 
bers—companies and individuals—and they represent the $785,000,000 

which is the estimate of the American capital invested in Cuba. And, 

of course, they are vitally interested in the flow, back and forth, of 

foreign trade which has been mentioned here several times and which 

is now running at a combined total of about a billion dollars a year. 

There are some basic facts which Mr. Keiser touched on lightly 
which I would like to speak about briefly, also, but, perhaps, with some 
more emphasis. 

There is no question about the fact that Cuba’s prosperity depends 
upon sugar market in the United States. 

Also, the statistical record proves beyond any doubt that for almost 
30 years prior to the Smoot-Hawley Tariff Act, Cuba was supplying 
on the average 48 percent of the sugar consumption of the United 
States. And her sugar industry historically, not only since the found- 
ing of the Cuban Republic in 1902 but 50 years before that, had been 
developed for the primary purpose of supplying the United States 
market. 

In the decade after the First World War of 1920 to 1929, Cuba sent 
in to this market an average of 3,650,000 tons a year, which was over 
55 percent of the consumption of this country during that period, and 
our industry down there was geared to that rate, and about one-half 
of that industry was American-owned. 

Then along came the Tariff Act of 1930, and in four years’ time, 
from 1929 to 1933, our shipments of sugar to the United States 
dropped from over 4,000,000 tons in 1929 to 1,580,000 in 1933. And, 
of course, the dollar value dropped with it. And the dollar value of 
imports into Cuba from the United States dropped likewise: The 
drops were catastrophic. I mean, they were drops of 80 percent on 
both sides. 

Cuba’s exports to the United States in 1933 were $57,000,000, and 
the imports from the United States were $25,000,000. It was a terrible 
condition of unemployment, undernourishment and bankruptcy, and, 
as Mr. Myers said, revolution. It really was a terrible picture. 

Then along came the proposal of the Sugar Quota Act of 1934. And 
the older I get the more I marvel at the fact that it was possible to 
write that act, and I think the Congress of the United States deserves 
the applause of everyone in the sugar industry that that act could be 
written and passed. 

The situation then, with the overproduction, poor market, reminds 
me somewhat of the old nursery picture of the old woman who lived 
in a shoe, and if you remember, according to the verse, it says : 

There was an old woman who lived in a shoe 

And she had so many children she did not know what to do, 
So she gave them some broth and gave them some bread, 
And whipped them all soundly and put them to bed. 

And that is what had to be done in 1934 with the Quota Act. And 
the only way in which the problem could be solved by the Congress in 
that act was to fix Cuba’s quota at the average of the 3 years 1931 to 
1933, which historically was the worst 3-year period of sugar ship- 
ments in the history of the Cuban Republic; that is, since 1903. It was 
the lowest percentagewise and lowest in tonnage since 1912 in tonnage 
and percentagewise since 1903. 
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Cuba could hardly be expected to applaud such a basis of settle- 
ment, but it was the only one practicable and I wish frankly to recog- 
nize it. 

We have always hoped in Cuba that with the lapse of time and the 
work of nature the consumption in this country would grow to such 
a figure that Cuba might eventually get back on sugar export figures 
to the United States and to the decade of 1920 to 1929. We have made 
substantial progress toward that end under the Sugar Act of 1948, 
which is a piece of legislation which I wish frankly to state in my 
opinion has worked out more favorably for Cuba than even the Cubans 
dared to hope in 1947 when it was passed. 

Our exports to the United States in the 3-year period 1948 to 1950 
are at 3,150,000 tons. The quota this year is 3,149,000 tons at the 
present time. 

When we come to the bill and how Cuba should be expected to react 
to the bill, I really feel that the question is largely one of principle 
rather than so much a question of tonnage. 

Figures can be made and it depends how you look at the bill, it de- 
pends somewhat upon your point of comparison. If you start with 
a comparison of Cuba’s position under the 1948 act and what her posi- 
tion would be under this bill there is unquestionably a write-down 
for Cuba of about 250,000 tons at present levels of consumption. That 
represents about 8 percent of the basic quota under the 1948 act com- 
aaa on the total United States consumption of 814 million tons. 

o sugar area likes to have to face that sort of thing. And, particu- 
larly Cuba, which as I said before is still hoping to get back in tonnage 
where she was over 20 years ago, but when you look at the details of 
each case proposed to be dealt with by the amendments in the bill 
you get into a tonnage problem and each one of those three cases has 
its merits. 

So far as Puerto Rico is concerned, I think it would be ungracious 
and unbecoming for our American Chamber of Commerce in Cuba to 
criticize the proposed increase for Puerto Rico. Personally, I have 
been tremendously impressed by what I have read in the papers. I 
have never had the privilege of visiting Puerto Rico. I have been 
impressed by the notable effort they have been making under the in- 
spiring leadership of Gov. Luis Mufoz-Marin to solve their economic 
problem. They have been permitted during the last few crops to pro- 
duce more sugar than the United States quota and their local market 
required, and I think that they should not be curtailed from the level 
or substnatially the level which they have reached. 

I am sure that Cuba and the chamber that I represent would not 
wish to put themselves in the unenviable position of opposing what is 
proposed to be done for Puerto Rico. And I am certainly opposed to 
opposing it. 

he problem is looking at it from the Cuban standpoint: could the 
bill have been written to have the cost of that benefit to Puerto Rico 
shared by. others and not at the expense of Cuba alone? We have to 
be practical about these things. And I for one am sure that it could 
not have been written, that the domestic areas would not accept it; and 
if that were a condition of the bill we would not. be here today. I do 
think it would have been easier for Cuba, looking at that Puerto 
Rican provision, if the duration of the bill might have been fixed some- 
what longer than the 4 years. Four years is not a very long period 
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in planning cane-sugar plantings and production. In fact, in Cuba 
where the cane is more or less of a perennial we consider 5 years as the 
minimum time to write off a cane planting, and it is somewhat of a 
handicap to us that we do not have a longer period of life under the 
quota basis ahead of us in some definite form. I throw that out just 
as a suggestion. 

I fear from what I have heard here in the last 2 days that the 
4-year period is considered by the Department and by the domestic 
industry as far as they want to go, and I realize they have reasons— 
I understand they have reasons for so feeling. I do not attempt to 
argue about it, but merely to point out that that is one of the somewhat 
unpleasant points of the bill from the standpoint of Cuba. 

As for the 6,000 tons for the Virgin Islands, that is not even to be 
discussed. It is too small. 

So we come to an entirely different issue, the question of the increase 
for the full-duty countries. 

There again, that is a question of principle, more than of tonnage. 
The total increase on the basis of an 814-million-ton consumption is 
about 70,000 tons. This matter is a matter of prestige as well as prin- 
ciple, and in Cuba we would feel much better if the committee could 
find a way to reduce the proposed increase somewhat, as much as might 
be feasible, but we recognize that there are other problems, other 
sides to the question, and we want to approach it entirely in a reason- 
able spirit, but we do have the feeling that the argument that is made 
against us, because it is so small, we ought not to talk about it. 

It sort of reminds me, Mr. Chairman, of a remark that the late 
Judge Julian Mack made once in the trial of an antitrust suit in New 
York 20 years ago. One of the witnesses who had written a letter 
which was not quite consistent with the Sherman Act was trying to 
point out, well, after all, what he did only made a cent difference in the 
price or something like that, and the learned judge leaned over his 
bench and said, “You know, you remind me of the story of the 
illegitimate baby. It was a very small baby and perhaps ought not 
even to be mentioned.” 

Well, that argument, I think, is used against us on this full-duty 
proposition. It is not exactly an argument of principle. And since 
we, as compared with the full-duty countries, are in a worse relative 
position than they are compared with their performances before the 
quota legislation was passed, I do think we do have an argument of 
principle. The increase should be somewhat smaller. 

Mr. Horr. May I ask a question right there? If their performance 
canfanues to be as poor as it has been, you are not going to be hurt, 
are you! 

Mr. Crossy. That is correct, Mr. Hope. And we hope that will be 
the result if the increase is written into the bill. 

I also would like to say this, we are a little fearful in Cuba that if 
the increase is granted to the foreign countries, the next time we are 
here before you on the further extension of the Sugar Act it may be 
treated as a precedent for further increases. I do not mean by that to 
imply that in Cuba we feel we have any monopoly on anything as far 
as sugar legislation is concerned in this country. Monopoly is a dis- 
agreeable word. We do not ask for that. What we do ask for is such 
treatment under the bill that we can work ourselves back to the posi- 
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tion that we once enjoyed in this market and for which our industry 
was built. 

In that connection I would like to make it perfectly clear in the 
record that the Cuban sugar industry on the industrial side has not 
been expanded in the war period or in the postwar period. 

In 1925 we had 183 mills operating and we made a crop of nearly 
6 million short tons. 

Today we have 161 mills operating, and this year we are making a 
crop of about 6,350,000 tons. And the increase has been brought 
about in fewer mills by improved varieties of cane and some mechani- 
‘al improvements in the mills, but we have not built new mills. 

Our position today is not a case of expanding facilities in order to 
try to get a larger share of a market. 

I would like, if I may, to refer to one or two of the questions which 
were asked this morning solely in order to clarify the record a_little 
bit. 

First, about the flour mill which was discussed. It was not brought 
out in the record this morning that that flour mill is being built by an 
American citizen and other American citizens who are in the flour 
business in the United States are really complaining against the activi- 
ties of another American citizen in Cuba. 

Also, it is pertinent to note in connection with the flour mill—I 
think perhaps this was brought out this morning—that that sort of 
thing is industrialization in a country which needs industrialization. 
It is the sort of thing being done in Cuba which is, also, being done 
in Puerto Rico and in some Latin-American countries—it is being 
done with financial assistance, I believe, from the United States 
Government. 

There are two sides to questions like that, and this matter of the 
flour mill was openly and widely discussed in Cuba. And some 
“i for various reasons, personal interests, opposed it. And others 

avored it. 

It isa difficult economic problem in a country like Cuba which needs 
industrialization, if every time they industrialize, someone in that 
particular line of business claims they should not be industrialized 
in that respect because it hurts his trade. I do not think that the 
construction of that mill is in any way a violation of any understand- 
ing with the United States or any American policy. 

One other thing which is perhaps a delicate subject to touch upon, 
but I would like to mention the subject of section 202 (e) which was 
discussed this morning. . 

Part of the history of the passage of that section through Congress 
was not mentioned this morning and I think it is quite pertinent. 

That clause was debated in this committee room at the hearing in 
1947 and was passed and sent over to the Senate. 

In the Senate an amendment was moved by Senator Chavez to delete 
that clause and that amendment of Seriator Chavez was defeated by 
one vote. The Senator had very important support in his move to 
strike that clause out of the bill. I remember that one of his prin¢ipal 
supporters who spoke in behalf of his amendment was the late Senator 
Vandenberg. The opposition was based upon the ground that that 
kind of clause did not appropriately lie in a sugar act. 

Then later, perhaps a couple of years ago, Senator Chavez intro- 
duced an amendment to the Sugar Act in the Senate deleting that 
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clause from the act. That amendment was passed in the Senate unan- 
imously without a roll call and that bill came over to the House, but 
I believe it died in the House. I do not think it was ever brought up 
on the floor. 

Excuse me, Mr. Chairman, for having taken so long, longer than 
I expected, but I thought those two points might be of some interest 
to the committee. 

The Cuamman. That is all right, sir. We thank you very much, 
Mr. Crosby. 

Are there any questions? If not, we thank you again very much 
for your statement, sir. 

Mr. Crossy. Thank you. 

The Cuatrman. I have on the list of witnesses the American Mo- 
lasses Co. I would like to ask if there is anyone here representing the 
American Molasses Co. ? 

Mrs. Downey (clerk). Representatives of the American Molasses 
Co. called and said that they wanted at least 1 hour for presentation 
of their testimony ; that they had four witnesses and it did not appear 
that they would be reached today. 

The Cuarrman. Very well. If there is no one else who desires to 
appear at this time, we will meet again tomorrow morning at 10 
o'clock at which time we will call Mr. Frank Kemp, and following 
him, if the people representing the American Molasses Association 
are present, we will hear them. If not, we will try to arrange for 
some other date. 

I would like unanimous consent to include in the record certain 
telegrams and letters which [ have received which are pertinent to the 
matter under consideration. 

(The letters and telegrams are as follows :) 

HONOLULU. 


Chairman HaroLp CooLey, 
House Committee on Agriculture, House Office Building, Washington, D. C.: 
Prompt action on H. R. 4521 to extend Sugar Act of 1948 vitally important not 
only to Hawaiian sugar industry but to welfare of entire Territory. We of 
Hawaii believe bill as presented by you meets present requirements from every 
standpoint adequately and hope committee will order it reported as soon as 
possible in order to eliminate any uncertainty as to future. 
JOSEPH R. FARRINGTON, 
Delegate to Congress from Hawaii. 





LINDENHUwRST, N. Y., June 25, 1951. 
Representative Hon. HARoLp CooLey, 
Chairman, Agricultural Committee, House of Representatives, 
Washington, D. C.: 

H. R. 4521 is about to be considered by your committee. We recommend its 
adoption in its present form and respectfully request you give it consideration 
and oppose any increase in refined quota as it would hurt our membership who 
at the present time are working only 7 months of 4 day weeks through refined 
sugar quota. 

Sincerely yours, JOHN GLEASON, 
President, Local 580, Long Island City, N. Y. 





CHIcAGO, ILL., June 26, 1951. 
Hon. HARoLD COooLry, 
Chairman, Agricultural Committee, 
House of Representatives, Washington, D. C.: 
i Representing 8,000 cane sugar refinery workers. We favor bill H. R. 4521. 
Strenuously opposed to any increased importation of refined sugar. 
ALEX AUMMER, 

Director, Sugar Division UPWA CIO. 

86197—51—ser. j—-—10 
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New York, N. Y., June 25, 1951. 
Hon. Haroitp D. CooLey, 
Chairman, Agriculture Committee, 
House Office Building, Wasilington, D. C.: 


We favor H. R. 4521, now before your committee, as represented. We oppose 
any amendment that would increase the refined sugar quota as it would seriously 
hurt our membership. 

UNITED WEIGHERS ASSOCIATION, Loca 947, ILA. 


PHILADELPHIA, Pa., June 25, 1951. 
Hon. Haroip D. Coo.ey, 
House Office Building, Washington, D. C.: 

On behalf of the 1,200 members of this local union, we wish to endorse sugar 
bill H. R. 4521 without any amendments. We are particularly opposed to any 
proposed amendments which would permit the unlimited importation of Puerto 
Rican refined sugar, because the workers in the United States sugar-refining 
industry, who are already besieged by the effects of existing quotas of Puerto 
Rican refined sugar, would suffer further reductions in working hours and con- 
ditions. We respectfully call your attention to the plight of our union member's. 

Epwarp LENNOX, 
Business Agent, Sugar Refinery Workers, Local 1648, International 
Longshoremen’s Association, A. F. of L. 


PHILADELPHIA, Pa., June 25, 1951. 
Hon. Haroitp D. Coo.ey, 
Washington, D.C.: 


On behalf of the 1,000 members of the local union, we are particularly opposed 
to any proposed amendment which would permit the unlimited importation 
of Puerto Rican refined sugar, because the workers in the United States sugar- 
refining industry, who are already besieged by the effects of existing quotas 
of Puerta Rican refined sugar, would suffer further reduction in working hours 
and conditions. We respectfully call your attention to the plight of our union 
members. 

JosePH J. SADOWSKI, 
Business Agent, Sugar Refinery Workers Local 1650, International 
Longshoremen’s Association, AFL. 


BrooKiyn, N. Y., June 25, 1951. 
HAROLD COOLEY, 


House of Representatives, Washington, D. C.; 
Members of Local 1476 ILA Sugar Refinery Workers are opposed to bill 
H. R. 4521. Any increase in refined sugar would hurt our highly paid workers. 
May SANDERSON, 
Secretary-Treasurer. 


AMERICAN BAKERS ASSOCIATION, 
Washington, D. C., June 26, 1951. 
Hon. HaroLp D. CooLry, 
Chairman, Committee on Agriculture, 
House of Representatives, Washington, D. C. 


DeaR CONGRESSMAN CoOLEY: With reference to H. R. 4521 (S. 1694 in the 
Senate), the American Bakers Association wishes to go on record with your 
committee as recommending without change, the extension of the Sugar Act of 
1948 for a 3-year period from the date of its present expiration in 1952. This 
would continue the act in effect until December 31, 1955. 

We recognize that the present act unquestionably could be improved upon, 
particularly to assure more adequate supplies of sugar and to provide more 
protection for the consumers who foot the bill; nevertheless, it is our considered 
opinion that to attempt to make any substantive changes in the basic act during 
present abnormal world conditions would not result in any improvement over 
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the existing act. This would be especially true if efforts to remove the minimum 
guaranty provided for Cuba were successful. 

Although we are sympathetic to the proposed increase in quotas for Puerto 
Rico and the Virgin Islands of 170,000 tons and 6,000 tons respectively, if it cannot 
be effected without demands by gther interests to reduce or eliminate entirely 
the minimum quota for Cuba provided for in section 202 of the Sugar Act of 
1948, we urge that no change be made at this time other than a simple extension 
of the act. 

It would be much better under the circumstances to del)y consideration of 
desirable changes for a future period, and to continue to rely on an extension 
of the act as presently written. 

We trust you will agree with our views in this respect and take the necessary 
steps to effect such an extension. 

Rspectfully yours, 
RatpH D. Warp, 
Chairman, National Affairs Committee. 


AMERICAN BOTTLERS OF CARBONATED BEVERAGES, 
Washington, D. C., June 26, 1951. 
Hon. Harotp D. CooLey, 
Chairman, Committee on Agriculture, 
House Office Building, Washiagton D. C. 

DEAR Mr. CHAIRMAN: This is with reference to H. R. 4521, a bill to extend 
the Sugar Act of 1948 until December 31, 1956, introduced on June 20, and on 
which hearings are scheduled to be held on Wednesday, June 27. 

Sugar is one of the basic ingredients of the products of the soft-drink industry 
and, of course, any legislation of this kind concerning sugar supply and its price 
.is a matter of considerable importance. It is a matter such as requires careful 
examination and study as to its effect upon the industry, and the presentation 
of industry views on the proposed legislation in such form as to be of assistance 
to your committee. This has not been possible in the short period of time 
between the introduction of H. R. 4521 and the scheduled hearings. 

Accordingly, in justice to the importance of the proposed legislation, it is 
respectfully requested that upon conclusion of the current session the hearings 
on H. R. 4521 be recessed for 60 days to provide an opportunity for further 
testimony. 

Very truly yours, 
JOHN J. Ritery, Secretary. 

The CuairMan. We will stand adjourned until 10 o’clock tomorrow 
morning. 

(Whereupon, at 4:05 p. m., the committee adjourned to reconvene 
on Friday, June 29, 1951, at 10 a. m.) 
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FRIDAY, JUNE 29, 1951 


Hovse or REPRESENTATIVES, 
COMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a. m., in room 
1310, New House Office Building, Hon. Harold D. Cooley (chairman) 
presiding. 

The Cuarrman. The committee will please be in order. 

Our first witness this morning is Mr. Frank Kemp, representing 
the entire domestic sugar industry. 

We will be very glad to hear you at this time. 


STATEMENT OF FRANK A. KEMP, EXECUTIVE COMMITTEE 
CHAIRMAN, THE AMERICAN SUGAR BEET INDUSTRY POLICY 
COMMITTEE 


Mr. Kemp. Thank you very much. 

The CHarrMan. Before you proceed with your testimony, I would 
like to insert in the record a telegram which I received from Puerto 
Rico with reference to the bill. 

(The telegram, dated June 28, 1951, is as follows :) 

San JUAN, P. R., June 28, 1951. 
Hon. Haroip D. CooLey, 
Chairman, Committee on Agriculture, 
House of Representatives of the United States, Washington, D. C.: 


House of Representatives of Puerto Rico unanimously resolved to request 
of that committee under your chairmanship approval of Sugar Act which pro- 
poses increase of Puerto Rico sugar quota by 170,000 tons. House of Representa- 
tives trusts that Your Honor will continue giving such measure your earnest 
support and that you will use your good offices so that the Congress of the United 
States will approve said legislation which does justice to Puerto Rico. 

Cordially, 
ERNESTO RAMOS ANTONINI, 
Speaker, House of Representatives of Puerto Rico. 

The CuHarrMan. You may now proceed. 

Mr. Kemer. Chairman Cooley and members of the committee, my 
name is Frank A. Kemp. My home is in Denver, Colo. I am presi- 
dent and general manager of The Great Western Sugar Co., and the 
executive committee chairman of the American Sugar Beet Industry 
Policy Committee, which is composed of representatives of all of the 
sugar-beet processors in the United States and, through membership 
by their 20 beet grower associations, of the sugar-beet growers from 
Michigan and Ohio to California and Washington. 

I appear as a witness on the bill before you at the request and on 
behalf of all five of the great domestic sugar producing and refining 
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groups—the sugarcane growers and processors of Louisiana and Flor- 
ida ; the sugar-beet growers and processors who together comprise the 
American sugar-beet industry ; the Association of Sugar Pecducirs of 
Puerto Rico; the Hawaiian Sigar Planters Association; and the 
United States Cane Sugar Refiners Association which includes in its 
membership the large majority of the refiners of cane sugar from Mas- 
sachusetts to Texas and California. _ As I have said, I appear before 
you at the request and on behalf of each of the groups I have men- 
tioned. 

The Sugar Act of 1948, approved August 8, 1947, first became fully 
effective for the calendar year 1948. Its provisions were to continue 
in effect until December 31, 1952. The act has operated for more than 
314 years. Unless extended, it will terminate at the end of 1952. 
There is a necessarily long interval between the planting of sugar 
crops and the last sale of the sugar produced from them, on which the 
price received by the growers depends. Sugar made from sugar beets 
planted in March of one year is not completely marketed until Sep- 
tember of the following year. In the case of sugarcane, the interval 
between the planting of a crop and the last sale of sugar produced 
therefrom may be even longer than in the case of sugar beets. There- 
fore, unless plantings of sugar crops in 1952 are to be made in con- 
fusion and uncertainty as to the legislation which shall govern for the 
calendar year 1953, the subject must be resolved in 1951. Unless ap- 
propriate action is taken by Congress in 1951, not 1952, sugar plant- 
Ings next year will be seriously affected by uncertainty as to the legis- 
lation that will govern. 

May I say also that the many Members of both Houses of Congress 
who are interested in sound sugar legislation have, without exception 
expressed the opinion that if at all possible the matter should be 
brought before the Congress this year instead of delaying until the last 
possible moment in 1952. 

The tariff on imported sugar today is but 25 percent of the rate 
which applied at the time of enactment of the first sugar quota legis- 
lation in 1934. The law of that year, the 1937 Sugar Act, and the 
Sugar Act of 1948, were all restrictive in some sense and in some de- 
gree. No single area or group under any one of the sugar quota acts 
received exactly what it would have liked the act to provide. In its 
very nature, legislation of the type of the sugar quota acts is restrictive 
and comprises a host of compromises, concessions, and sacrifices af- 
fecting every group. I do not need to point out to you that were each 
of the many areas and groups determined to secure everything possi- 
ble in its behalf, the burden upon the Congress of attempting to ad- 
judicate the merit of all claims would be a very difficult one. 

Four years ago the various segments of the industry, acting in part 
because of the bitter experience of unlimited contest over earlier sugar 
legislation, undertook in high principle to resolve the subject matter 
of controversy. Uppermost in the minds of everyone was the interest 
of consumers, without whose support the industry could not survive 
in any part of the world. With this primary interest in the position 
of the consuming public, the attempt was made realistically to ap- 
praise the needs and requirements of the several areas supplying the 
American market and to reach conclusions that would be sound 
whether viewed from the economic or political interest and obligation 
of the country. 








PA ed Th A 8 


— 


ima! in ni eo. 

















EXTENSION OF SUGAR ACT OF 1948 145 


In this undertaking, every sugar area and group was concerned and 
also three major departments of the Government—the Departments of . 
Agriculture, Interior, and State—because of both direct and indirect 
connections in one form or another between the work of those agen- 
cies ‘and sugar. 

That all of these people came into agreement guided by the deter- 
mined intent to protect the interests of consumers and the resolve 
that fairness and good judgment should prevail, constituted an accom- 
plishment on a very high plane. The Sugar Act of 1948 embodied 
such an agreement. 

The extension bill before your committee is the result of almost 
identical procedure. During the 4 years since the present act was 
enacted, there have been changes in circumstances affecting the pro- 
duction and the capacity to supply this market of some of the areas. 
The bill which you are considering extends the present law for a fur- 
ther 4-year term. Its other sections largely concern a readjustment 
of the quota provisions for the benefit of Puerto Rico, the Virgin 
Islands, and foreign countries other than Cuba. Sugar consumption 
in the United States is running at a high figure. Our population is 
steadily increasing. Under the provisions of the present law, Cuba 
is almost the sole beneficiary of any and all increase in sugar con- 
sumption by the people of the United States. The addition to the 
Puerto Rican sad Virgin Islands quotas and the quota of foreign 
countries other than Cuba necessarily reduces somewhat Cuba’s pros- 
pective realization of almost the entire increase of consumption of this 
country that has occurred since 1948 and is to occur in the future. 
But Cuba’s quota and Cuba’s share of further consumption increases 
are still high. I think it is important to point out that except in the 
extension of the term of the present. law, the changes which the exten- 
sion bill make in the sugar legislation that has been in effect for 314 
years do not affect in any way the interest or position of consumers, 
either individual or industrial. 

In its report on the bill that became the 1948 Sugar Act, this com- 
mittee said : 

The committee believes that it should be made abundantly clear that the dis- 
tribution of the American sugar market among the producers of the United 
States and foreign countries and the provision for the establishment of quotas 
for the ensuing 5 years on the basis provided for in the bill is not intended to 
establish, and should not be construed as establishing, a permanent production 
and distribution pattern nor as waiving American producers’ rights to such 
portions of the American market as they can supply at the conclusion of the 
5-year period covered by the bill. 

This statement of the committee is as pertinent now as it was then. 
As this is a changing world, circumstances may occur in the future 
which in the later judgment of any of the groups concerned may merit 
some further change in one direction or another. 

As matters stand, the bill before you represents the most complete 
agreement possible as to the terms of legislation that will be in the 
best interests of the consuming public and of those engaged in the 
sugar-producing industry. 

Mr. Myers, Director of the Sugar Branch of the Department of 
Agriculture, has testified that the bill before you has been carefully 
considered by and has the approval and endorsement of the Depart- 
ments of State, Agriculture, and Interior. Secretary Brannan’s let- 
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ters to the Speaker and the Vice President attest that the bill also 
reflects the views of the Treasury Department and of the Tariff Com- 
mission and that the Bureau of the Budget has advised there is no 
objection to the submission of the legislation. Mr. Myers’ complete 
analysis and explanation of the bill presented to the committee on 
Wednesday and Thursday shows the high degree of careful con- 
sideration which every detail of the bill has received at the hands of 
the administrative departments. 

The Sugar Act of 1948 has behind it a great record over the 34% 
years it has been in effect. The statistics show that it has stimulated 
production; and that within that period most of the areas have 
achieved their highest production of all time, in which facts le 
the greatest certainty of an adequacy of supply at fair prices. 

Levels of sugar prices have prevailed over the period that have 
been relatively modest, attested either by the published statistics 
on the general cost of living or the average cost of all foods or by 
specific comparison with particular commodities. Not only that, 
it is also the fact that Cuban sugar has recently sold on the world 
market at as much as 2 cents per pound, or over 30 percent more 
than identical sugar sold for delivery from Cuba to the American 
market. From this comparison, it is apparent that sugar prices have 
prevailed in the United States which have not been excessive to con- 
sumers. 

Mr. Chairman and gentlemen of the committee, each of the five 
American sugar producing and refining groups has instructed me 
to express to you their joint and separate endorsement and approval 
of the bill, and their earnest hope that it will receive your early 
and favorable consideration as the first and most important step 
in its enactment into law in time to resolve doubts and permit plant- 
ing next spring without limitation because of legislative uncertainty. 

The CHatrman. Mr. Kemp, would you like te comment on the 
John W. Ball article that appeared in the Washington Post this 
morning, Sugar Price Support Is Costliest of All? 

Mr. Kemp. Yes; I would. That follows the technique people use 
sometimes of saying that a horse has got two legs on the right side, 
and ignoring the fact that he has two legs on the left side, also. 

What the writer of this article has done is to take all disbursements 
under the sugar program and give no credit whatever to the receipts. 

Mr. Myers yesterday testified and he has the figures, that receipts 
by the Treasury have been running about $76 million a year, payments 


about $57 million, so that there has been a clear gain in recent. 


years to the Treasury from the excise tax on sugar of about $17 million 
a year. 

Now the other important thing to remember is that that does not 
come out of the consuming public, the tax on sugar. 

This subject was argued at great length back in 1935 and 1936. 
It was then pointed out by economists in the Government that in 
the light of the fact that the tariff against sugar had been reduced 
by an equal amount to the tax imposed, no price influence was expected 
in this market by the tax. Actually, the tax comes out of the indus- 
try. it is paid into the Treasury, and what the Treasury pays back 
out of its total receipts go back out of what returns otherwise would 
inure to the benefit of the industry. 
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The Cuatrman. When Mr. Ball says that because the program to 
date has been somewhat over $900 million, in order to give the public 
a true picture he should have indicated right under that figure the 
amount paid by the industry to the Treasury, should he not ? 

Mr. Kemp. Precisely, Mr. Chairman. 

The Cuarrman. Do you or any of your associates have that total 
figure? I assume that perhaps Mr. Myers has it, because he gave us 
the gross difference between the payments into the Tre: isury and the 
pay ments out of the Treasur v. 

Mr. Kemp. Mr. Cooley, I cannot give you that figure myself, but 
I think I would like to make the request of Mr. Myers that he furnish 
a statement of those figures since 1934 to be put into the record. 

The Cuarrman. I do not have Mr. Myers’ statement before me at 
the moment, but my recollection is that it was a two-hundred-and- 
forty-million-odd dollars difference. Is that not right, Mr. Myers? 

Mr. Myers. Yes, Mr. Chairman. 

In my statement the other day I pointed out that there had been 
a total net gain of $248 million. You asked me to include the cost 
of administration. 

We have prepared the figures in accordance with your request, the 
best data that we can obtain as to the cost of administering the pro- 
gram. In some cases, let me say, when the program gets out into the 
field there is a question of the cost of administering this a compared 
with other programs, and there is difficulty in separation, but as closely 
as We can separate, these are the figures : 

As to taxes collected from 1934 through 1950, the fiscal year 1950, 
$987,752,416. 

The conditional payments and administrative expenses of the United 
States Department of Agriculture in connection with the sugar pro- 
gram, $757,387,894. 

Excess taxes collected over payments, $230,364,522. 

I also put into the record the figures for cre average of the past three 
fiscal years. Those figures showed average collections in round 
figures, $76,600,000 and average payments, $59,500,000. 

“Complying with your request for the addition of administrative 
expenses, and giving you the figures in complete detail, the tax col- 
lections showed $76,641,115. 

Conditional payments and administrative expenses of the United 
States Department of Agriculture in connection with the sugar pro- 
gram, $60,900,894. 

Excess of taxes over payments and administrative expenses, 
$15,740,221. 

The Cuatmrman. This looks like perhaps Mr. Ball made almost a 
billion-dollar mistake here, does it not? That shows then, if I under- 
stand your figures, Mr. Myers, that the net profit on the entire opera- 
tion is $230,364,.522. 

Mr. Myers. That is correct, including the administrative expenses. 

The CratrmMan. That is quite a different story from the one written 
in the morning Post. 

Mr. Hix. In other words, Mr. Ball is all “balled up” like he usually 
is when he writes about agricultural matters. There is nothing new 
about that. 

Mr. Poace. Almost as accurate as his statement about cotton and 
other things—nearly as accurate. 
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The Cuairman. It seems to me that somebody representing the 
press would be interested in getting the truth about it. 

Mr. Hau. He is still getting paid for it. That is the sorry part of it. 

The CuarrMan, Are there any questions of Mr. Kemp? 

Mr. Horr. Mr. Kemp, as a matter of fact, the price the consumer 
pays for sugar in this country is determined by the Secretary of 
Agriculture based upon a formula contained in the act, is it not? 

Mr. Kemp. It is the result of the consumptive estimate fixed by the 
Secretary under the standards established by the act. That I think 
is correct, sir. 

Mr. Horr. And as far as the consumer is concerned, that amount 
is not affected by the tax? 

Mr. Kemer. That is correct. I might also point out, Congressman 
Hope, that whereas the economists said that if you reduced the tariff 
by an amount equal to the tax there would be no effect on price of 
the tax, the tariff has been reduced a cent and a half a pound, whereas 
the tax is only one-half cent a pound since the first of the quota acts 
went into effect. 

Mr. Horr. Yes. Well, now, as a matter of fact, one of the principal 

urposes of the tax and the payments, if not the principal purpose, 

ias been to secure compliance with the acreage allotments and quotas, 
and the provisions of the law ; is that not correct ? 

Mr. Kemp. Correct. 

There are three major conditions before anyone can receive a 
payment. 

He must not employ child labor. 

He must conform to the acreage allotments established for his farm. 

And he must pay wages to field labor not less than those fixed by 
the Secretary. 

He works to earn his payment. 

Then if he is a processor and wants payments he has to pay a fair 
price for beets or for cane. 

Mr. Horr. So, as a matter of fact, the tax has no effect upon the 
price that the consumer pays, but is a device which is used to secure 
compliance with the program; is that a fair statement ? 

Mr. Kemp. That is correct. And a very important one. 

I think it would be interesting if the members of the committee 
have time later to look at the three charts or four charts included in 
the very complete and comprehensive brief that Mr. Myers filed. 

I call your attention to figure 4 showing that the price of sugar in 
this country is modest compared to that of most countries of the 
world. 

Figure 7 which shows that the price of refined sugar has gone down 
while the price of all foods has gone up. ' 

Figure 8, which shows that the price of sugar in relation to all food 
prices has gone down, while the others have gone up. 

And finally, there is a very interesting chart in figure 9 which shows 
that the wholesale sugar price in relation to per capita disposable 
income has gone way ang 

Mr. Horr. I do not have the figure on it, but as a matter of fact, 
if we would make the comparison as the Secretary of Agriculture 
recently did as to the amount of food which could be purchased by an 
hour’s work at prevailing factory wages in this country, we would 
find, would we not, there has probably never been a time in the history 
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of this country when as little actual time was required by a man em- 
pinged in a factory in this country to earn the price of a pound of 
sugar ¢ ! 

Mr. Kemp. I think it takes about 4 minutes’ work on the average 
factory wage to buy a pound of sugar. In some countries it is dif- 
ferent. I have seen the figure for Russia, that it took 214 days. 

Mr. Horr. It has never been any lower in this country ? 

Mr. Kemp. In relation to income, it has never been lower. 

The Cuarmman. Well, now, I have received some communications 
from bottlers who manufacture soft drinks indicating dissatisfaction 
+ pmeee of what they consider to be unreasonable increases in the price 
of sugar. 

Do you take the position that they are not justified in that complaint ? 

Mr. Kemp. Yes; I certainly do, Chairman Cooley. I think that 
some specific comparisons might be of interest to the committee. 

The price of sugar since 1947 has gone up about 3 percent. That 
is based upon April 15 figures. 

The general cost. of living including a lot of stationary items has 
gone up 16 percent. 

The cost of all foods has gone up 16 percent in that same period. 

The comparisons that could be made as to the reasonableness of 
sugar prices are very convincing. 

The CuHarrman. I would like to ask you about these payments. 
Mr. Ball’s article indicates that 41 firms received very high payments 
beginning with $100,000 and going up as high as $500,000. 

There is the largest payment made, in Hawaii? 

Mr. Kemp. I would think so. And I think it is quite unfair to the 
Hawaiian industry to point out the size of those payments. 

Those of you who are familiar with Hawaii know that there is a 
very limited amount of land. The industry pays as high wages as 
are paid in the world for agricultural workers. 

r. Myers said that those wages and the beet wages were higher 
than any other agricultural sugar industry pays in the world. 

The salvation from the standpoint of the Hawaiian industry is to 
get high production, and that can be done only by terrific expendi- 
tures for fertilization, for all of the things that make possible the last 
pound of sugar. 

The CHairman. When Mr. Ball says in the operation that one 
farm got over $500,000, actually, that one farm embraces thousands 
of acres of land that is cultivated by a corporation. 

Mr. Kemp. And has to be in order to get the high yields necessary. 

The CHarrMan. Because it could not be broken down into family- 
sized farms in the area where that sugar is grown. 

Mr. Kemp. That is correct, 

The CuarrMan. I say that because I have been over there and have 
inspected the sugar plantations of Hawaii. Frankly, I was amazed 
at the efficiency and the general manner in which they were operated. 
I think that it might be well for Mr. Ball to go over there and see 
it, because I think he then would be convinced that it was being oper- 
ated as efficiently and as well as it could possibly be operated. It 
was when I saw it. 

Mr. Kemp. I think it would be possible for every other sugar area 
to admit that the recovery of raw sugar per acre harvested in Hawaii 
is higher than any place else on earth. 
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Mr. Poacr. May I ask the chairman right there, what use would 
there be in Mr. Ball going to Hawaii. He wrote very fluently about 
the hearings before this committee, but I do not think he has attended 
one of them. 

Mr. Horr. Mr. Chairman, I think it should be pointed out, also, 
that under the schedule of payments provided for in the Sugar Act 
the large plantations in Hawaii receive a very much lower rate per 
ton of sugar produced than the small producers in this country and 
in other producing areas. 

The CuarrMan. The difference between 86 and 36, is it not? 

Mr. Kemp. That is exactly it. They get three-eighths of what 
anybody else gets. 

Mr. Hix. Mr. Kemp, I think it would be well to give the committee 
a sort of picture of who you are representing here this morning. As I 
understand it, your company is located, that is, its headquarters are 
in Denver, Colo., and you are the president and general manager of 
that company. 

Mr. Kemp. Right. 

Mr. Huu. Is this also correct, that you are committee chairman of 
the American sugar beet industry policy committee for the whole 
sugar-beet industry ¢ 

Mr. Kemp. That is right. 

Mr. Huu. And you represent that group here today, is that 
correct ¢ 

Mr. Kemp. Yes; I do. If you would like, Mr. Hill, I would like 
to name some of the beet-growers associations that belong to that 
group. There are over 20 of them in every beet-growing State, but 
in addition to representing the beet industry here, I speak as a witness 
for the other four groups that I mentioned. 

Mr. Hitz. The beet growers that you represent I know about. 

Those in my own district are well organized. I mean to-say that 
most of the beet growers belong to the organization. How would that 
compare in other sections; in other words, what percentage of the 
beet growers in most of the territory are members of the Beet Growers 
Association ¢ 

Mr. Kemp. Well, I could not answer that, to give you a figure that 
I think would be exactly correct, but certainly they support, almost 
without exception, whether they are members of the associations or 
not, the work of the industry policy committee. 

There are three associations in your State. 

There are two in Mr. Andresen’s State. 

There are a group of growers in Mr. Hoeven’s State. 

Almost every State has associations that have participated in and 
worked with the committee or as a part of it. 

Mr. Huw. There is another group that you represent, as I under- 
stand it. You are representing here today the domestic cane-sugar 
folks? 

Mr. Kemp. That is correct. 

Mr. Hi. And you were-speaking for them ? 

Mr. Kemp. I am speaking for them as well. The American Cane 
Sugar League, the groups of growers in Florida, and the processors 
of both States. 

Mr. Hiri. You are coming here this morning, then, representing 
almost the entire sugar-beet- and sugarcane-producing areas in the 
United States? 
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Mr. Kemer. That is correct in large part. 
Mr. Hitz. And they are all united on this bill ? 

Mr. Kemp. That is right. 

Mr. Horr. You are also representing the domestic refiners ? 

Mr. Kemp. That is correct, sir, a very important group. 

Mr. Horr. I think this is the first time that I can  ecall, and I have 
been present during all of the sugar acts, including the 1934 act—I do 
not recall any instance where anyone has appeared before the commit- 
tee representing all of the segments of the domestic industry, and 1 
think it is a splendid thing that these groups which in the earlier days 
were very bitter in their fight for a share, shall we say, of whatever 
benefit might come from this bill have finally worked out their prob- 
lems to an extent where they can all stand together on a program 
which, I think, has not only been of great benefit to the industry, but 
has been of equal benefit to the sugar consumers of this country. I 
think that is a fine example of business statesmanship. 

Mr. Hitz. 1 would like Mr. Kemp, if you do not mind, to discuss 
just for a moment, because of its importance, as to why this act should 
be extended now and not in 1952. 

Mr. Kempe. Congressman Hill, either growing sugar crops or proc- 
essing or refining them is an expensive business. For example, the 
beet harvester that is now in general use costs over $2,400, exclusive 
of the cost of the tractor. Many of the implements and much of the 
machinery used in the cane industry is likewise expensive. 

It is expensive to operate plants, refineries, to make the research 
programs that must be continued if the industry is to serve efficiently. 

You have to know not only in time to continue plans but you ought 
to know for a long enough period of time so that plans and programs 
can be made. If we do not know next spring whether the law is going 
to be extended or not, a lot of people will say, “Well, maybe it will not 
be; maybe we will not know what the conditions are under which our 
sugar will be sold the next year.” 

It ought to be settled before planting next spring. That means 
sometime in this year. And it ought to be settled for a long enough 
time so that both farmers or producers and processors or refiners can 
go ahead with their plans. 

That, Mr. Andresen, is why we are talking about a 4-year period. 
We have to have time enough to go on and make rational and reason- 
able plans of operation. 

Mr. Trompson. I want to ask this question in behalf of the Ameri- 
‘an refiners. I have one refinery in my district. It is very important 
to our neighborhood. 

Mr. Kemer. One of my active competitors, Mr. Thompson. 

Mr. Tuompson. This act, I take it, will not affect them in any way. 

Mr. Kempe. Only, I think it will dothem good. They, like everyone 
else, operate better, of course, in a stabilized situation. 

The one thing this bill has done, I believe, has been to stabilize the 
sugar industry. If you know your refinery down there, you know 
that they have made very substantial improvements in the plant in the 
time this act has been in effect. 

Mr. TuHomreson. They are making them now, and I think they have 
done that in reliance upon the stability which this whole scheme has 
given tothe sugar industry. Of course, their cane comes from offshore. 





152 EXTENSION OF SUGAR ACT OF 1948 


Mr. Kemp. They get some from Louisiana, I think, some raw sugar 
from Louisiana, and some raw sugar from Cuba and Puerto Rico. 

Mr. Tuomrson. I think the great bulk of it comes from offshore. 

Mr. Kemp. That is correct. 

Mr. THomrson. I was interested to know the evident effort to de- 
velop the Peruvian market. Is there some other place offshore where 
this act will have a beneficial effect other than Peru ? 

Mr. Kemp. There are, of course, a great many countries that grow 
sugar. As a matter of fact, Mr. Thompson, except for Norway, I 
think sugar is grown either in the form of beets or cane in every country 
in the world. 

This is a big market of ours. We are consuming this year 814 
million tons of sugar. Ordinarily, that is at a somewhat better price 
in this market than has prevailed in the general world market. Con- 
sequently, I suppose most sugar exporters would like to bring some 
sugar in here. 

Most of our sugar requirements, other than are produced by the 
United States, have traditionaly been obtained from Cuba. It is the 
closest source of supply. They have at times expanded their produc- 
tion to take care of our needs. And it is a pretty good place for us 
to get a lot of our sugar from. 

Mr. Tuomrson. They, of course, have given a stability to the world 
market that certainly was never given by any other country. 

I am interested in Cuba as a customer. 

Mr. Kemp. That is right. 

But I think, as was explained here yesterday by the Government 
witnesses, Santo Domingo buys 87 percent of her stuff from us, too, 
and she has had no quota to speak of. 

Peru is a good customer of the United States, and she has had no 
quota to speak of. 

So there has been a small readjustment here. 

Mr. THomrson. The countries you speak of, I take it, came and 
applied for it ¢ 

Mr. Kemp. I am sure of that. That is what we heard. I am not 
in the State Department, but I understand that they have requested 
some increase in their quota, and that this small readjustment that 
has taken place is the consequence of that. 

Mr. 'TuHompson. Cuba takes the entire cut; is that correct ? 

Mr. Kemp. That is correct. 

Mr. Tuompson. As it is now, I think it is 1.36. 

Mr. Kemp. It is being raised to 4. 

Mr. THomprson. I wonder what that will do to the Cuban economy ? 

Mr. Kemp. Well, it only amounts to 70,000 tons, and Cuba brought 
in here last year over 3,000,000 tons. So, it is not important in total. 

Mr. Tuompson. I wonder if they feel that way about it? 

Mr. Kemp. I think the witness here yesterday afternoon said that 
is probably true; they feel it in principle more than they do in amount, 
but in the domestic industry neither the producers nor the refiners 
feel that we are in a very good position to challenge what the State 
Department thinks is for the best interests of the country. 


at? 
Mr. Kemp. No; I do not. It was 1.36, and it has been suggested 


that it is 4. Why it is 4 and not 41% or 31% or something else, I do 
not know. 


Mr. Tuomrson. Do you know how that 4-percent figure was arrived 
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Mr. Tuompson. I think 3 percent was mentioned in the negotiations ; 
was it not? 

Mr. Kemp. That I do not know. That was done entirely within 
the Government departments and with the ambassadors and agents 
of these other countries. 

Mr. THompson. So, any adjustment that might be made in that 
figure in the interests of the very good customer would have to come 
from the State Department ? 

Mr. Kemp. I think so. Of course, if you cut that figure downward, 
why, you give cause for complaint on the part of the people who 
thought they were going to get it—Santo Domingo and Peru. 

Mr. THomeson. It is a complicated matter ¢ 

Mr. Kemp. Yes; it is just as complicated as it can be. 

Mr. Tuomrson. But, as I told you, I am very much interested in 
the good customer that we have, and that is Cuba. 

Mr. Kemp. Correct. 

Mr. Tuompson. I certainly hold no brief against taking in some 
customers from other good nations down south—but we ship an awful 
lot of rice to Cuba. 

Mr. Kemp. Yes. I might suggest that you ask Mr. Cale, of the 
State Department, to describe the problem to you. Iam sure he would 
be glad to do so. 

Mr. Tuompson. Mr. Chairman, I hope that the suggestion that the 
State Department will explain to us how all of this came about, how 
the charges in the offshore quotas came about, the whys and wherefores 
of it. 

The CHairman. I think Mr. Myers explained it very fully in his 
statement. When the gentleman looks over Mr. Myers’ statement 
and is not satisfied, we will have some further explanation of it. 

Mr. Hoeven. I want to compliment you on a very fine statement. I 
am sure you have made a fine impression on this committee. The fact 
that you represent so many groups of the industry certainly speaks 
for itself. 

I do not know, Mr. Chairman, what plans the Chair has for con- 
tinuing the hearings, but it seems to me that on the record to date it 
has now been disclosed that the Department of Agriculture and all 
other interested executive departments of Government in favor of 
this bill. We have all segments of the domestic beet and sugar pro- 
ducers and refiners in favor of this bill. There has only been one 
witness to date in opposition to the legislation. I think at this point 
we could well devote some time to hearing those in opposition to the 
bill. 

The Cuarrman. I was just going to suggest that we have to adjourn 
in about 2 or 3 minutes, since the House convenes at 11 o’clock. There 
are some further witnesses who will be heard. We have the American 
Molasses Co. with a number of witnesses listed. I know that some of 
the industrial users would like to be heard. Some of the bottlers 

would like to be heard. And these complaints that I have received 
from the soft-drink people indicate that any rise in sugar price will 
force them to change their prices. For instance, Coca-Cola and 
Pepsi-Cola have machines out over the country that operate with a 
nickel, and they cannot be converted so as to put in change; and, if 
they increase the price of the drink to 6 or 7 cents, it is calculated to 
bring about a very bad situation in their industry. 
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I am sure the committee will want to hear the bottlers, the molasses 
people, and all others interested, but it appears to me that we cer- 
tainly will not be able to conclude the hearings immediately, and I 
doubt if we will be able to resume the hearings until after the Fourth 
of July recess. I would suggest that we adjourn the meeting now, 
subject to the call of the Chair. We will try to get out notices as 
far in advance as practicable and at that time hear the other witnesses 
who desire to be heard. We do not want to conclude the hearings 
until everybody has been accorded an opportunity to present their 
views fully. 

We thank you very much, Mr. Kemp. 

At this time the committee will stand adjourned. 

(Whereupon, at 11 a. m., the committee adjourned subject to the 
call of the Chair.) 
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WEDNESDAY, JULY 11, 1951 


House or RepreEseNTATIVES, 
COMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a. m., in room 
1310, New House Office Building, Hon. Harold D. Cooley (chairman) 
presiding. 

The Cuatrman. The committee will come to order, please. 

The committee meets this morning for further consideration of 
H. R. 4521. 

The first witness is Mr. Frank C. Staples, vice president of the 
American Molasses Co. We will be very glad to hear you now, Mr. 
Staples. 


STATEMENT OF FRANK C. STAPLES, VICE PRESIDENT, AMERICAN 
MOLASSES CO. 


Mr. Staptes. Mr. Chairman and gentlemen of the committee, I am 
vice president of the American Molasses Co. and have been in the em- 
ploy of that company for the past 21 years, during which time I have 
served in various capacities involving the purchasing of raw materials, 
production, and selling. I am a graduate of the Massachusetts In- 
stitute of Technology and hold the degree of bachelor of science from 
that institution. I am a member of the American Society of Cane 
Sugar Technologists, Sugar Industry Technicians, and the American 
Society of Mechanical Engineers, 

It. was the intent of the Sugar Act of 1937 and its several reenact- 
ments to exclude from both the quota system and the excise tax the 
product generally known as molasses or sirup of cane juice. It was 
recognized that this product does not compete with sugar and prop- 
erly should not be controlled with sugar. In furtherance of this 
principle, the act provides that any liquid product of sugarcane con- 
(aining more than 6 percent soluble nonsugar solids is not classified as 
sugar and is not subject to the provisions of the act. 

I wish to make it abundantly clear that the product with respect 
to which the American Molasses Co. is seeking modification of the act 
is that which is commonly known as molasses or sirup of cane juice. 
These two terms are used interchangeably in various parts of the 
country but essentially describe the same product. For the purposes 
of this statement the term “molasses” alone will be used to describe the 
product. 

It is emphasized particularly that I am not referring to the liquid 
sugar products imported from Cuba and the Dominican Republic, 
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which are generally known as liquid sugar and for which the Sugar 
Act establishes separate quotas. These products are manufactured 
from sugar and are characterized by extremely light color, very high 
total sugar content, a soluble nonsugar solids content of less than 2 
percent, virtual absence of any flavor or odor, and after importation 
generally are further processed and improved in quality. These prod- 
ucts are designed to and do compete with sugar. They are properly 
included within the provisions of the Sugar Act and my company is 
in complete agreement with the policy that they should be so treated. 

In sharp distinction from liquid sugar, molasses is manufactured 
directly from cane juice and not from sugar. It is considerably 
darker in color than liquid sugar products, contains a substantial 
amount of soluble nonsugar solids, has a strong, distinct, and unmis- 
takably characteristic flavor and aroma, and lastly, upon importation 
is not further processed or improved in quality, but is only blended 
with other varieties of cane molasses. 

For the past 14 years my company has been continually confronted 
with difficulties in our efforts to continue importations of molasses 
from the West Indies, specifically Barbados and Cuba, because of the 
establishment of the criterion of 6 percent soluble nonsugar solids. 
During the past several years, moreover, the problem of obtaining 
sufficient supplies has become increasingly more difficult and has now 
reached an acute stage. The percentage of soluble nonsugar solids 
in molasses depends on the purity of the cane juice and is beyond 
the control of the producer. When the cane juice is of high purity, 
the soluble nonsugar solids are always low. Improvement in growing 
techniques in the West Indies has resulted in increasingly higher pur- 
ity from the sugarcane with lower soluble nonsugar solids. 

In confirmation of this statement, I wish to read a cable which 
we have received from the Barbados Export Molasses Association : 

Have consulted Sir John Saint as to reason why it is becoming increasingly 
difficult to secure edible fancy molasses containing in excess of 6 percent soluble 
nonsugar solids and he states “research work in the field has resulted in new 
varieties of cane containing more sugar and less soluble nonsugar solids 
and in the factory in better methods of manufacture. These methods elimi- 
nate greater proportion of the soluble nonsugar solids which result in pro- 
duction of higher-quality edible molasses. Reduction of ratio from 6 per- 
cent to 5 percent means reduction of soluble nonsugar content of molasses 
from 4.68 to 3.86." In view of this statement we would appreciate your making 
strong representation to have ratio reduced. 

It is only by careful selection from available lots that products 
have been obtained which meet the present requirements of the act 
and on several occasions we have been unable to purchase our entire 
requirements of molasses testing 6 percent. There is compelling indi- 
cation that within a short time the purity of the cane juice in the West 
Indies will have been so improved that it will be impossible to manu- 
facture molasses containing suflicient nonsugars to qualify under the 
existing criterion of 6 percent. 

We have been marketing blends containing substantial quantities 
of West Indies molasses for over 40 years and have built up a wide 
consumer acceptance for these products. Many millions of dollars 
have been spent in advertising these products and their position has 
been established with housewives and industrial users. For the past 
10 years we have been importing over 95 percent of the Cuban produc- 
tion of edible molasses and between 65 and 80 percent of the United 
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States imports of Barbados molasses. It is pertinent to point out 
that the Cuban product and the Barbados product are not inter- 
changeable. Each has its own characteristic flavor, color, odor, and 
baking qualities and each is an essential raw material for our business. 
Inability to obtain either of these West Indies molasses will com- 
pletely prevent my company from producing our standard blends 
and will in effect destroy a profitable portion of our business. On 
several occasions we have sought to have this variety produced in 
Louisiana but were not successful, probably because of the shortness 
of the cane-growing season which prevents complete maturing of the 
cane. However, we do use very large quantities of Louisiana mo- 
lasses which are blended with the West Indies product. Indeed, 
without the West Indies molasses, our use of domestic molasses would 
be substantially reduced. 

Our plants at Wilmington, N. C., and at Boston, Mass., are entirely 
dependent upon these supplies from the West Indies. Shutting off 
these materials will require the closing of these plants. 

We feel that it is not the intent of those functioning under the 
Sugar Act to do this and in point of fact the present provisions of 
the Sugar Act excluding molasses from its coverage demonstrate that 
attitude. However, the changed conditions which have been de- 
scribed now threaten to do precisely that. 

Since the effective date of the original Sugar Act in 1937 we have 
imported from the West Indies approximately 80 cargoes of mo- 
lasses. Slightly over 16 percent of these importations was reported 
by customs as having a soluble nonsugar solids content of less than 
6 percent in spite of the fact that these were selected cargoes which 
we felt were certain to contain more than 6 percent soluble nonsugar 
solids. In those instances we have been permitted to import the 
molasses into the United States after manipulation in bond. This 
process, however, destroys the utility of the molasses as a prime qual- 
ity product and prevents us from using it in our standard blends. 
Manipulation is the addition of blackstrap molasses to the high 
quality West Indies molasses. The effect of manipulation is to im- 
pair the color, flavor, and baking qualities of the West Indies mo- 
lasses to such an extent that the product cannot be used for the 
purposes for which it is imported but must be sold as a second quality 
molasses at a substantial discount. Each cargo of West Indies mo- 
lasses is imported subject to the hazard that it will have to be 
deliberately reduced in quality and lowered in value. 

Moreover, there is no practical difference whatever between a cargo 
of molasses testing under 6 percent soluble nonsugar solids and a 
cargo testing over 6 percent soluble nonsugar solids. During 1950 
we imported from Barbados a cargo of molasses testing 6.03 percent 
soluble nonsugar solids and a cargo from Cuba testing 6.24 percent, 
and a short while ago we obtained a sample from the 1951 Cuban pro- 
duction testing 5.47 percent, which we rejected because of the low 
soluble nonsugar solids. These variances, although of basic impor- 
tance on account of the present provisions of the Sugar Act, are 
actually of no significance whatever. The most accomplished expert 
could not distinguish among the three samples which had the greatest 
amount of soluble nonsugar solids. In the case of the two samples 
of Cuban molasses, no expert could distinguish between them insofar 
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as appearance, flavor, aroma, baking qualities or any other charac- 
teristic was concerned. Despite the variation in soluble nonsugar 
solids, the two products would be accepted by expert, housewife, and 
industrial user as absolute equivalents, Nevertheless, under the Sugar 
Act, one would be controlled as sugar and the other would be uncon- 
trolled as molasses. 

I have here some samples to which I refer. This is 6.2 of Cuban 
molasses, therefore, being over 6 percent molasses. This sample here, 
which I think is equally as dark, tests 5.47 percent soluble nonsugar 
solids, and therefore, under the act is not molasses but is sugar. 

I would also say that these samples are available for the inspection 
of the committee or anyone else. 

While we are discussing samples I would like also to show you a 
sample of the imported liquid sugar which I talked about earher in 
my statement which is low in soluble nonsugar solids, under 2, and 
is light in color and does not have the distinct aroma and flavor of 
molasses, 

Mr. Poage. I do not understand enough of the background to really 
understand just what you are telling us now. You tell us that this 
molasses that you are bringing in is used for baking purposes? 

Mr. Srapies. That is right, sir. 

Mr. Poage. Used by the housewife ? 

Mr. Srapies. That is right. 

Mr. Poacr. If that is true. why is it not in competition with sugar? 
As I understand it, every refiner in the world makes brown sugar and 
makes all of the lower grades. They have to do so as part of the 
process of refining. 

Why then is not your product in competition with the product of 
the refiners / 

Mr. Srartes. In my brief I have touched on that very slightly. We 
have other witnesses who will go into that in very great detail, sir. 

I will say this, and we will show you a number of letters from food 
manufacturers, the foremost outstanding food manufacturers in this 
country, who also use sugar in great quantities and who will say to 
you, sir, that they need sugar and also need molasses, and that while 
at certain times molasses costs them more money per unit of sugar 
content than sugar, that they are willing to spend that additional 
money in order to get the flavor and the baking qualities which it 
imparts to their products. 

We have photostats of many such letters. 

Mr. Poacr. Doubtless, they want certain qualities, just as they will 
buy certain qualities of sugar, of course, but the two do perform sub- 
stantially and meet substantially the same need, do they not? 

Mr. Stapies. They do not, sir. 

The CHatrman. Sugar does not have the same aroma. 

Mr. Srapves. It does not. 

The Carman. Nor the flavor. 

Mr. Stapies. Asa matter of fact, it does not. 

The Cuamman. You cannot make molasses out of plain sugar, can 
you ¢ 

Mr. Strapies. You cannot, sir. 

Mr. Poage. Do not these refiners make molasses ? 

Mr. Starters. No, sir: they do not. 

Mr. Poace. They do not? 
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Mr. Srapies. No; they make what is called refiner’s syrup and 
which we buy, which we also make ourselves, and which we buy from 


other refiners, but it is not in any sense molasses. 


Mr. Poage. You buy it and you blend it with these things; is that 
right ¢ 

Mr. Srapies. We blend with what things? 

Mr. Poage. You blend it with this molasses that you are talking 
about now ¢ 

Mr. Strapuies. No, sir. 

Mr. Poace. What do you do with it ¢ 

Mr. Srapies. We have other blends. We have innumerable blends 
of molasses. We sell refiner’s syrup as such. 

Mr. Poace. Why should a few blends be tax-free and the great 
bulk of the blends be subject to tax? What I am trying to get at is 
this: Because you have less than or more than 6 percent soluble non- 
sugar solids in your product, why should it be exempt from the tax / 

Mr. Srapves. I would say the answer to that, sir, is this: The 
Sugar Act was written to cover the sugar situation, to protect the 
sugar refiner, the sugar grower, the beet grower, and the processor, 
and we do not feel that this in any way competes with sugar as such. 

We ourselves are sugar refiners. We do not want to upset the Sugar 
Act. 

Mr. Poace. Of course, everyone else feels that it does. 

Mr. Srartes. That is where we differ. 

Mr. Poace. So far as I know, everybody else says that it does com- 
pete, but you are telling us that there 1s no competition ¢ 

Mr. Sraries. In my statement I will make the statement further 
along, sir, that no other sugar refiner imports molasses. We have been 
in the edible-molasses business for a great many years. In fact, we 
are molasses people first and sugar refiners second. That, sir, is the 
great difference. 

Mr. Poacr. That is right. Why draw this line at a point 6 per- 
cent for soluble nonsugar solids. If you have more than that, you do 
not pay atax. That is right; is it not ¢ 

Mr. Srarces. That is mght. 

Mr. Poacr. If you have less than that, you do pay a tax? 

Mr. Srapies. Not only do we have to pay a tax, but from Barbados, 
for example, it cannot even come in. There is no quota for Barbados’ 
molasses. 

Mr. Poace. That is right. You just told us, as I understood your 
statement, that it made no practical difference whether it went above 
or below 6 percent. 

Mr. Srartes. For the use of the molasses, it does not. 

Mr. Poacr. Then, why should we put the tax on the quota on that 
at 6 percent; why draw that line at 6 percent if it makes no practical 
difference ¢ 

Mr. Sraptes. If I understand, the original intent of the act and its 
various enactments, it was to distinguish between sugar and to pro- 
tect sugar and edible molasses which it was recognized was an old- 
established business. That was attempted to be done by setting up this 
6-percent line. That is the line under which we can no longer live; 
in other words, the changed conditions down below have made it so 
that we cannot get molasses consistently under 6. 
Mr. Poacr. You do have a line there somewhere / 
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Mr. Srapries. We would be very satisfied if we could bring this to 
7. For our purposes, it makes no difference, but it is just not obtain- 
able. 

Mr. Poace. You say then that you do have a line somewhere to 
distinguish between molasses and sugar? 

Mr. Srapces. No; I do not say that. I say that it was the intent 
of Congress to have such a line. 

Mr. Poacr. Do you think there is any need of any line? 

Mr. Sraries. Yes; 1 think that we have to distinguish that one is 
sugar and one is molasses. 

Mr. Poacr. You have suggested to the committee, as 1 understand 
it, that we draw the line at 5 percent instead of 6, 

Mr. Srarvies. That is one proposal, sir. 

Mr. Poacre. Do you make any proposals just to wipe out the line? 

Mr, Sravtes. We make another proposal, 

Mr. Poace. If the line is purely arbitrary, I mean. 

Mr. Sraries. What the ramifications of that are, I do not want 
tosay. We have another proposal right here. 

Mr. Poace. For a good many years the Congress and the trade 
has recognized 6 percent as being a line that was workable, and back 
in 1942 this committee and the House of Representatives decided that 
they had better put it up to 6 percent. The House passed such legis- 
lation. It went over to the Senate. In the meantime, as I recall, 
Pearl Harbor came along and the Senate never acted on it, because 
they merely continued the existing legislation by resolution. That is 
right; is it not? That is correct history; is it not? 

Mr. Srapues. Yes. 

Mr. Poace. That being true, then, it is evident there has been a 
good deal of thought on the part of this committee, probably, that 
instead of lowering that percentage we ought to raise it. 

Mr. Sraruzs. Well, may I say this, sir. Of 80 importations which 
my company has made in recent years—and please bear in mind that 
the sugar refiners have wanted it set at 8 percent—had it been set at 
8 percent of the 80 importations, which my company has made of West 
Indies molasses, which it has uot further processed but has sold di- 
rectly as molasses, of those 80 importations, over a period of some 
years, only 10 would have qualified under the 8-percent act. There- 
fore, the 8-percent line—we would have been practically been forced 
out of business. 

Those people claim, sir, that we could live under 8 percent. I just 
have demonstrated that we could not have lived under it. 

Now they are claiming, “Well, all right, you can live under 6,” and 
they are just as wrong now as they were then. 

Mr. Poace. And you say you can live under 5? 

Mr. Srapues. Yes, sir. 

Mr. Poace. And yet 5 is just as arbitrary a line as 6 or 8, it is just 
a question of drawing a line somewhere and deciding who is going to 
be favored by the line. 

The Cuairman. Will you yield there? 

Mr. Poage, Yes. 

The CuarrMaN. It is not altogether arbitrary, because, if I under- 
stand what Mr. Staples has said, the 5-percent provision would let 
molasses come in as high-class molasses, and it could be sold and con- 
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sumed as high-class molasses, where otherwise you would have to 
manipulate it. 

Mr. Srarres. That is right. 

Mr. Poace. That manipulation, as I understand it, simply is any- 
thing to adulterate it. 

Mr. Srartes. That is right, to bring it up. 

Mr. Agere You could pump sea water into your tanker and put 
a little sea water in there and you would get it. 

Mr. Drains: Not a little sea water, but a lot of sea water. 

Mr. Poacr. All right, a lot of sea water. It would not cost you 
much to do it. You would get enough sea water in there and there 
would be other soluble solids that would bring your percentage up, 
so that it Would come in without the quota and without paying the 
tax. 

Mr. Sraries. How do you think the housewife would like to use 
that in her baked beans, sir? 

Mr. Poacr. I do not know enough about the chemistry of it to be 
sure, but I have an idea you can cet it out, not as easily as you can 
put it in but you could, probably, vet the sea water out, too. 

I know that there are a good many things you can put in there that 
you can take out—a good many things that you can simply put in 
to avoid the quotas and to avoid the tax. 

Mr. Starters. I think, if you will read the law, sir, you will notice 
that we are forbidden from doing that. 

The Cuatrman. I should like to observe that the people down home 
like molasses, and they do not like sea water. 

Mr. Srapies. I am glad to hear you say that, sir. 

Mr. Poacr. You have just said that it made no difference to his 
people whether it was 5 percent or 8 percent or whether it was 2 per- 
cent or 12 percent. 

Mr. Srapies. No, provided, it is the right type of soluble nonsugar 
solids, because we do not want to feed them sea water. 

Mr. Poagr. I understand that, but you have suggested that the per- 
centage of soluble nonsugar solids that is in there had no relation at 
all to the usability of the product. 

Mr. Srartes. To a degree, that is right. 

Mr. Poacre. Where is the degree then? That is what I am getting 
at. 

Mr. Srapces. Actually, in my brief, I bring out a number of things. 
1 do not want to destroy the effectiveness of this brief as laid out here 
logically. 

‘Let me say this: Were there a real accurate method of determining 
exactly what this soluble nonsugar solid content is, maybe we could 
even live with 6. We would like to have it a little bit lower. We 
would like to have some leeway. 

We will show by the authority of eminent chemists that this is not 
a very exact test; that the marein of error is very considerable. Two 
different laboratories will make the same tests and get very widely 

varying results. 

We have a cargo of molasses which we have purchased and which 
we have tested and which we believe is about 6.15 percent total soluble 
nonsugar solids. Therefore, we can bring it in, but we will not know 
until that has been brought here and has been tested and sampled by 
the Customs and the Customs will say it is over 6 percent. That is 
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a very diflicult way to do business, sir, to buy something and not know 
whether you can bring it into the country or not. 

And, furthermore, in my proposal later on, I have qualified this 
thing. Certain objections have been raised and they are valid. 

To show our good intent we said, one, we will agree that we will not 
further process this material in any way, shape, form, or manner so 
as to make it something like this, if it could be done economically. 

Secondly, we will agree that the amount of this material we will 
bring in will be a very minute quantity, something like one-third of 
1 percent of the sugar used in this country. 

How can that hurt any of these people, sir, if we do not further 
refine it or further process it, but sell it as molasses in the form to 
which a large segment of the American people is used, and has been 
using for years? And that is true of their ek also. My fore- 
bears used this. I used to go down with a jug when I was a kid and 
get a gallon of it. You do not buy it that way any more, but many 
people i in this rodm can remember going down to the corner store and 
getting a gallon jug of molasses and carrying it home. And, boy, 
was it good. You put it on bread. 

The CHarrMan, We still want to do that down in North Carolina. 

Mr. Srapies. They certainly do. 

Mr. Poace. I do not want to stop your presentation here. There 
is only one comment I would like to make on your suggestion: that 
you only want to bring in a fraction of 1 percent of the total sugar 
sources of the United States and that that could not hurt anybody 

very much. I am sure that every refiner and every importer in the 
United States would say, “Now, if you will just let me bring in one- 
half of 1 percent of the total without regard to the tax or the quota, 
that is not going to hurt anybody very much and it will help me a 
great deal, and I would be very much obliged to you, if you would let 
me bring it in without regard to any law.” 

I think every one of them would say the same thing. 

The CHairmMan, But one is molasses and the other is sugar. 

Mr. Poace. There is nobody that would not like to have that right 
to bring it in. I am not in the molasses business. I would be very 
glad to get in any business, where there is a limitation upon the total 
that is brought i in, if I could slip something under the tent. I would 
be glad to be accorded that pr daa, and most ever ‘yone else in business 
would like to have that privilege. 

IT can understand why you would like to have that sort of privilege. 

And you say it will not hurt the people very much. 

If there are enough of them coming in under the tent, there will 

not. be any paid admissions. 


Mr. Srapies. I do not know you nor do I know what section of 


the country you come from. 

The CHatrman. He comes from Texas. 

Mr. Srapues. In certain sections of the country, they do not eat 
molasses. I make no bones about that. They do not like it. 

This thing is historic. It is traditional. It is passed on. People 
have inherited this taste. 

Do you mean to say that you want to take away, or that the Con- 
gress of these United States wants to take away, from those a 
who have always eaten molasses the right and privilege to have it 
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dud Mr. Poacer. I do not know that this has a thing in the world to do 
, with taking away anybody’s right. 
om Mr. Srapies. You cannot bring it in. 

Mr. Poace. You might just as well say that the Sugar Act takes 
ot away from every citizen in the United States the right to eat sugar, 
a0 but I have been eating it for a good many years and it is subject to the 
ly. ' tax and subject to the quota. Y ou tell me, if we apply the same rules to 
il § your product that we apply to most everybody else's sugar product, 
of that that takes away from the citizen the right to eat your product. 

[ simply cannot agree with you on anything of that kind. 
wel The CuatrmMan. What you are insisting on is that you not be denied 
to the right to bring in molasses, is it not ¢ 
on 6 Mr. Stapies. that is right. 
re § Mr. Poace. He is insisting on our not denying him the right to 
nd bring in molasses without quota and without tax. 
ny The Cuarrman. That is right. 
nd f Mr. Poage. a body else that brings in the products of sugarcane, 
OY every other company and every other processor, except this one com- 
pany, pays the tax and brings it in under the quota. Of course, he 
pa. brings in less than one half of 1 percent, and it does not hurt anybody 
' very much. It does not tear the whole house down when you pull 
ere out one brick, but when you pull out 50 bricks the whole wall is likely 
hat to fall. 
= F Mr. Stapies. ee people you are talking about are not in the 
dy molasses business. I do not think they claim. they are. I do not, I 
the repeat, think they claim they are. 
all The Cuairman. Let us finish vour statement, because time is run- 
ta, fF ning short. 
oe Mr. Srapres. Thank you, sir. 
let If anyone wants to take a blindfold test here, anyone who thinks 
he is an expert on molasses, we will be very happy to have him do so. 
Mr. Hitz. I would like to ask this question: I used to buy good 
molasses, and now it is not so good. 
ght Mr. Svrartes. Where do you live? 
ery Mr. Hin. We used, I repeat, to buy good molasses for our home for 
tal pancakes, and now it is not so good. 
uld Mr. Staptes. I will send you some. 
less Mr. Hitz. Are you to blame for that ¢ 
Mr. Sraptes. You buy Grandma’s Old-Fashioned Molasses made 
ge by the American Molasses Co. and you will find it is good. I will 
. send you a sample. 
vill The CuatrmMan. Let us get back to the statement. 
Mr. Hitz. You send me that sample of molasses. 
of Mr. Asernetuy. You can send me a sample, too, 
The CHatrman. It might be a good idea to send Mr. Poage a 
sample too. 
eat Mr. Srapces. He will get a big one. He is also going to get some 
samples of just molasses kisses, one made with molasses and one made 
ple with brown sugar. And if you put the one made with brown sugar 
in your mouth, you will spit it out. 
‘on- The lack of logic and of equity created by the present 6-percent 
pe rule is greatly increased by the analytical variations—the essential 
| inaccuracy—of the chemical tests used by the Bureau of Customs in 
determining the percent of nonsugar solids. My associate, Mr. Jack- 
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son, will elaborate on this subject. But I wish to point out at this 
time that it is recognized by Dr. F. W. Zerban, head of the New York 
Sugar Trade Laboratory and a most eminent authority on sugar 
chemistry, that there is a maximum potential error in this determina- 
tion of 0.8 percent. This error moreover operates only against the 
importer—never in his favor. This is so because my company will 
neither purchase or attempt to ship from the West Indies any mo- 
lasses which by our test measures under 6.1 percent. nonsugar solids. 
If the Customs test results in a higher figure, the molasses is admis- 
sible; but, if Customs tests lower than 6 percent, the molasses is 
inadmissible. Assuming that our original test is correct, it is evident 
that the variation in analytical result can operate only against us. 
The Bureau of Customs refuses to test molasses prior to arrival at the 
port of entry in the United States, so that the entire risk of the error, 
do what we may, falls upon us. The only solution available to us to 
avoid the effects of the analytical error is to buy molasses testing not 
6 percent nonsugar solids but 6.8 percent, if such a product could be 
obtained. 

And if it could be obtained we would not mind buying it. For our 
purposes it would be very satisfactory. 

Products indistinguishable except by chemical analysis—and this 
by unusual faulty procedure—have therefore arbitrarily been classi- 
fied to the extent. of the experimental error as “molasses” and import- 
able, or as “liquid sugar” and nonimportable from Barbados or sub- 
ject to quota restrictions if from Cuba. Even here, to be admissible 
into the United States, the Cuban producer must have a quota for 
liquid sugar, and only a few Cuban mills have such a quota. In short, 
the changed growing techniques in the West Indies, coupled with the 
occurrence of unavoidable error in Customs analysis, have the effect 
of defeating the stated purpose of the Sugar Act to permit the im- 
portation of molasses outside the quota system. 

What is the purpose of continuing this crippling restriction on an 
indepedent American industry catering to the production of a de- 
sirable food product ? 

My company and myself have a great respect for Mr. Myers of the 
Department of Agriculture as a very respected public official. We 
regret very much that we have to differ with some of his views, as I 
am now going to do. 

Mr. Myers introduces his statement with respect to this problem 
by stating that one company took the position that the definition of 
“liquid sugar” should have been confined to solutions containing 
more than 4-percent nonsugar solids, while the rest of the domestic 
sugar industry believed that 8 percent was the proper figure. The 
company referred to by Mr. Myers, urging the adoption of a 4-percent 
figure, is our company. We are the only sugar refiner in the United 
States who also imports edible molasses. No other sugar refiner is 
engaged in this business, nor in fact has any interest in it except 
insofar as the product may compete with sugar. I believe that this 
is a distinction of signal importance, particularly in connection with 
the consideration of certain of the technical problems involved in the 
production, use, and chemical testing of imported edible molasses. 
Without wishing to be critical of the other refiners, I feel that it can 
be confidently said that they do not possess the background and 
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experience in connection with this product which enables them to 
understand the problems confronting us under the present rule. 

Mr. Myer’s first objection is that there is no natural dividing line 
which can serve as a guide for the definition between sugar and 
molasses. The differences between molasses, sugar, and brown sugar, 
he thinks, are only a matter of degree; and he believes that, as the 
soluble nonsugar solids are reduced, molasses approaches refined 
sugar or its equivalent in liquid sugar. 

I do not believe that any confectioner, baker, or food processor can 
be found who will say the difference between molasses and sugar is 
only a matter of degree, as the letters which we will later introduce 
show. You simply cannot make good Boston baked beans by sub- 
stituting sugar for molasses. Taste and sweetness are two entirely 
different sensations. For the purpose of taste, which alone creates 
the demand for our product, neither liquid sugar nor brown sugar 
can be substituted for molasses. Mr. Myers’ argument is like saying 
that the difference between Coca-Cola and molasses is only a matter 
of degree because they are both sweet and both dark in color and 
that, therefore, no workable definition can be devised to establish a 
dividing line between them for the purpose of imposing a tax. To say 
that a workable definition of molasses, in terms of its color, flavor, 
process of manufacture, and its specific uses, cannot be made without 
letting in a flood of competing liquid sugar is like saying that no 
lawyer can draw up a contract for the delivery of molasses without 
danger of having his client compelled to accept liquid sugar as a 
performance of that contract. 

The next point that Mr. Myers makes is not entirely clear. He 
concedes that Barbados molasses is so low in soluble nonsugar solids 
that it frequently falls under the definition of sugar. But he seems 
to think that this is not the reason which creates difficulties in its 
importation. Other factors rather than the 6-percent dividing line 
are more important, he says, in determining imports. He supports 
this by the following statement : 

During the period that this definition has been in effect, imports from Bar- 
bados have gone down 1,565,000 gallons to 87,000 gallons. Last year they were 
up to €8),000 gallons. 

I fear that this does not give the correct impression as to the extent 
and importance of the importations from Barbados. During the 
years prior to the outbreak of the Second World War, the importa- 
tions of fancy molasses from this island averaged over 1,000,000 gal- 
lons per year. During the war years, the importations fluctuated 
widely due to a variety of reasons unconnected with the desirability 
and importance of this product. It was during this highly unsettled 
period that the low figures quoted by Mr. Myers occurred. During 
the past several years the imports from Barbados have been steadily 
approaching their prewar norm, and it is expected that during this 
year the importations will again reach approximately 1,000,000 gal- 
lons; and there is every indication that, so long as there is no extraor- 
dinary upset of economic conditions, the importations from this 
island will continue at their prewar rate of somewhat over 1,000,000 
gallons per year, if available over 6 percent. This is not a smal] quan- 
tity of molasses, either from the point of view of the importers or 
from the point of view of Barbados, but is a very small quantity of 
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sugar from the point of view of the sugar industry. I cannot believe 
that Mr. Myers would advocate it if he really understood the 
situation. 

Mr. Myers then continues with a comparison of imports from Cuba 
as distinguished from Barbados, as follows: 

Imports from Barbados are small in comparison with those from Cuba. 
It must be admitted that from Cuba, at least, any quality of product from 
liquid sugar to blackstrap can be obtained. Therefore, any difficulty arising 
from the definition in that case is the importer’s responsibility. 

It is apparently Mr. Myers’ belief that a molasses of any desired 
nonsugar content can be manufactured at will. We have mentioned 
before the lack of knowledge and experience in connection with molas- 
ses which pervades the sugar incustry. Th's is a particularly glar- 
ing illustration. The molasses which we are discussing cannot be 
tailor-made. Indeed, it is scarcely a manufactured product in the 
sense that any variety of manufacturing processes are used in its pro- 
duction. Very simply, it is the juice of the sugarcane in concentrated 
form. Its nonsugar content is not determined by the manufacturing 
process but by the character of the sugar cane, the weather, the annual 
rainfall, the character of the soil, and the other elements of nature 
which affect the growth of the cane. The variation in molasses is 
quite similar to the variation which also takes place in maple sugar 
from year to year. 

Those of you who send up to Vermont for maple sugar will know 
that one year you will get maple sugar that is very good, and another 
year it may be very different. That is due to the variations of nature, 
over which the manufacturer has no control. 

It may be suggested by other sugar refiners who are accustomed 
to dealing only with liquid-sugar products that a lower-quality 
molasses could be added so as to raise the nonsugar solids to any 
desired point. This, however, represents only a debasement and will 
not produce the product which we have imported and wish to con- 
tinue to import and which the housewife and industrial user are 
accustomed to accept. Contrary to Mr. Myers’ statement, the diffi- 
culty arising from the definition in the case of Cuban molasses is 
not the importers’ responsibility, but once again is beyond the im- 
porters’ control. 

Insofar as edible molasses is concerned, the annual importations 
from Cuba during the past several years have averaged somewhat over 
a million and a half gallons a year edible molasses. In this figure 
we are excluding the so-called high-test molasses which during war- 
times was imported in huge quantities for conversion into alcohol. 
And that is mostly for the synthetic-rubber program. Notwithstand- 
ing Mr. Myers’ statement about the millions of gallons of sirups which 
can be produced in Cuba, the simple fact of the matter is that only 
a relatively small quantity of the product we are talking about has 
been made in Cuba during any year. 

Inherent in Mr. Myers’ statement and in the position of other sugar 
refiners is the fact that, by reducing the criterion of nonsugar solids 
to 5 percent, the door would be opened to permit a vast quantity of 
Cuban sirup to come into the United States and compete with sugar. 
The short answer to this is that it is not so. Certainly a molasses 
of 5-percent nonsugar solids, with its character, flovor, aroma, and 
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color cannot compete with sugar. To the best of my knowledge, it 
is not possible to so treat molasses of this character as to manufacture 
a product which could compete economically with sugar. The cost 
of any known process would be so prohibitive as to make the thought 
of competition verge on the ridiculous. However, in order to ac- 
commodate the fears of other refiners, we propose that, in whatever 
amendment made to the Sugar Act to permit the continued importa- 
tion of edible molasses, it be specifically provided that such molasses 
should not be further processed or otherwise improved in quality to 
make either liquid sugar or crystalline sugar. 

The problem of accommodating edible molasses is not a problem of 
drawing any line such as Mr. Myers suggests. It is very easy to draw 
a line which will accommodate the product which has been known 
for many years as edible molasses; and, at the close of my statement, 
I will propose amendments to the Sugar Act which will do so 
completely. 

The opposition to our proposal arises from the lack of experience 
of the other sugar refiners with molasses and a vague fear that some- 
thing very drastic will happen to them if they are not careful. I 
wish to assure this committee and the sugar refiners that the amend- 
ments which we are suggesting to the Sugar Act will not in any 
way affect their business. We are sugar refiners ourselves, and it is 
as much to our interest as it is to that of the other refiners that no 
floodgates be opened to competitive products. 

Since Colonial days, molasses has been a staple food for the low- 
income groups in very large sections of this country. Such sections 
of the country have inherited a taste for West Indian molasses, The 
opposition to our proposal would seek to either increase substantially 
the cost of this product or to make it so scarce as to eliminate it from 
the diet of these people. 

For the foregoing reasons I urge the amendment of the Sugar Act at 
the time of its next reenactment in order to assure the continuance of 
the availability of imported edible molasses. Two forms of amend- 
ment suggest themselves to us, either of which I believe will accom- 
plish the desired result. 

The first of these, which I prefer, is to establish an independent 
definition for West Indian molasses and then specifically exempt this 
product from the operation of the Sugar Act. As an illustration of 
how this can be done, we suggest that there be added to section 101 of 
the act a new subdivision defining “edible molasses” as follows: 

The term “edible molasses” means molasses or sirup of cane juice brought 
or imported into the continental United States having a strong flavor, distinct 
aroma, and a color determined as follows: Edible molasses, as is, shall have a 
color as measured by transmission of light on a standard photo electric color- 
imeter of not over 35 percent, using a 5 mm. transmission depth absorption cell 
and an M 550 milli microns, mono chromatic filter (narrow band), manufactured 
directly from sugarcane, and which is to be used for human consumption, and 
which, upon being brought or imported into the continental United States, is not 
to be further refined or otherwise improved in quality, provided that the blend- 
ing thereof with any variety of sugarcane molasses shall not be deemed to be 
further refining or improvement in quality. 

It is a very simple test and considerably more accurate than the 
present test. 
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And to amend section 212 by adding a new subdivision (5) reading 
as follows: 


edible molasses not in excess of 10,000,000 wine gallons (in terms of 72 percent 
total sugar content) in any calendar year. 
And, in order to adapt the revenue provision of the act to this 


change, to amend section 3507 (b) of the Internal Revenue Code by 
adding at the end thereof the words: 
and except also edible molasses. 

The proposed definition is based upon two basic characteristics 
which distinguish molasses from liquid sugar products; first, that 
molasses is manufactured directly from sugarcane and not from 
sugar; and, secondly, that it is very dark in color. The former char- 
acteristic has been set forth in terms as a necessary requirement and 
the latter has been achieved by fixing a suitable high color number 
on a color scale which is well known to chemists. 

My second suggestion is simply to amend section 101 (f) by changing 
the reference from 6 percent to 5 percent and, as a safegu ard against 
any possible competition, the further provision that such product, 
when brought into the United States may not be further refined or 
improved in quality, together with a limitation of 6,000,000 wine gal- 
lons (in terms of 72 percent total sugar content) upon the quantity 
of molasses testing from 5 percent to 6 percent nonsugar solids which 
mav be brought into the United States. 

Our proposals in no way seek to change the Sugar Act. All we seek 
to do is to carry out the intention of the Sugar. Act to permit the 
importation of edible molasses for food purposes. Far from seeking 
to change the act, we are trying to make it better attain its objective. 

Mr. Garuineés. I should like to ask you what brand of molasses 
does the American Molasses Co. produce ¢ 

Mr. Srapites. We make many blends, sir, but the blend which is 
nationally advertised and which is sold all over the United States, 
including Texas, is Grandma’s molasses—G-r-a-n-d-m-a-’-s old-fash- 
ioned unsulfured molasses. 

Mr. Garurincs. What effect does this 6-percent provision have on 
the American Molasses Co. business ? 

Mr. Startes. Well, we have had a number of cargoes that we have 
had to manipulate, in other words, debase a good, high-grade food 
product. We have had to debase it by adding black-strap molasses, 
something that is very questionable whether it is even a food or not, 
so that it no longer meets our requirements for Grandma’s molasses. 
It can be sold as a second-grade molasses, but not as our prime product. 
And knowing that the enactment of this act will carry on into 1956, 
we have been informed that this difficulty of getting molasses having 
6 percent nonsugar solids is growing more increasingly acute. We 
are afraid, because we have already had trouble, that ‘we will have 
more trouble and it may in effect not permit the importation of any 
amount of edible molasses. 

Our business, sir, must have a continuing source of raw materials. 
You cannot hope that one cargo will be all right and that the next 
one is not. You have to know. You have to know that you can bring 
it in and bottle it and sell it to your customers. 

Mr. Garuines. I would just like to ask a question just for informa- 
tion. Why is it that Barbados produces the product that the Ameri- 
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can Molasses Co. desires, as well as the consuming public in this 
country ¢ 

Mr. Srarres. Well, Barbados molasses is different. We desire 
both. We need molasses from Barbados and we need molasses from 
Cuba. I think you could ask almost any of the constituents of Mr. 
Cooley why they like Barbados molasses, and they could not tell you, 
except that they like it. There is a certain characteristic flavor that 
we have never been able to get anywhere else. I do not know what 
it is due to. It may be the climate, the soil, but it is something there 
that gives it a characteristic flavor which those people like and which, 
incidentally, I like, myself, too. 

Mr. Garuines. I like to hear you speak like that, because I believe 
in that system. I really do. I believe in it. Cannon Mills come to 
Earl, Ark., to get their cotton. They know that that cotton is the 
type of cotton that makes the better type of toweling. 

When you advertise your product and put it on the market, when 
you put it on the grocers’ shelves, you stand behind that flavor. 

Mr. Sraptes. That is right. 

Mr. Garuines. And the people are accustomed to it. 

Mr. Srarries. That is right. 

Mr. Garurnes. I can appreciate that. 

Mr. Sraries. You might also be interested to know—this is a little 
beside the point—however, it is interesting, because you asked why 
they like Barbados molasses. I could give you the names of the man- 
agers of three sugar refiners who write me once a year or twice a year 
and say, “Will you send me down a bottle of Barbados molasses.” 
They are making brown sugars and have refiner’s sirup right in their 
plant, but they want this. I do not ask them why, but 1 send it to 
them with my compliments. I am very glad to do it. 

Mr. Garuines. What I was getting to was this. You indicated in 
the first part of your statement that it might have an effect on the 
employment in the mills in North Carolina and some other State in 
New England, I believe. 

Mr. Srapies. The people down in North Carolina will not eat any- 
thing except that it has that particular flavor. That is what they 
want. And if they cannot get that they will not buy anything else. 
And then our business down there is gone. It is based entirely on that. 

Some of our business in other sections of the country is not based 
exclusively on West Indies, but down in Wilmington, N. C., it is based 
exclusively on that. That is what they want. You cannot give them 
anything else. 

Mr. Garnines. Penick and Follard produce a pretty good product 
down in New Orleans. 

Mr. Srapies. They produce a molasses; yes. 

Mr. Hitz. On page 5 of your statement vou say that since the effec- 
tive date of the original Sugar Act of 1937 you have imported from 
the West Indies approximately 80 cargoes of molasses. 

I do not quite understand what you mean by that. Is that your 
total importation ¢ 

Mr. Stapies. Yes. There have been 80 distinct, separate cargoes 
imported over that period. 

The molasses business, sir, is a relatively small volume business. It 
is not big stuff. We are small people. 
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Mr. Huu. The next statement is that slightly over 16 percent, you 
say, of these importations was reported by the Customs as having 
nonsugar solubles of less than 6 percent. So only 16 percent caused 
you any trouble, is that correct ? 

Mr. Srarces. In that period. 

Mr. Hn. I cannot tell what period that is, when you say from 
1937 to what? 

Mr. Srapies. To date. 

Mr. Hu. In other words, you have not had too much trouble then. 

“Mr. Staves. We think 16 percent is quite a lot of trouble. Also, 

are advised that it will get increasingly worse. 

Me Hitt. You are going to get your taxes raised more than that 
if the tax bill is passed. 

Mr. Srapces. That is right. We expect to pay more taxes. 

Mr. Hitt. From your own figures, if I understand them, you have 
not had much trouble. I do not believe you have a right to complain 
toomuch. You say here that you are doing all right. 

Mr. Staruies. In our business, sir, 16 percent is more than the dif- 
ference between making a profit and paying an income tax to the 
United States Government or being in the red and not paying a tax. 

Mr. Huw. If you have just slightly over 16 percent that causes you 
trouble and Mr. Poage is correct in his questioning, you have not had 
too much trouble in order to bring your quantity of molasses in. 

Mr. Staries. Sixteen percent is a lot. 

Mr. Hi. Could you supply the committee with the years that those 
cargoes came in? [ would like to know, did they all come in under 
the old act, the 1937 act, or did they all come in in 1950? 

Mr. Staptes. No, sir; they came in all over. 

Mr. Hitt. Have you had trouble lately ¢ 

Mr. Stapies. I think the last year in which we had trouble—I do 
not recall the exact year, but it was either 1948 or 1949. 

Let me make this point, sir, that because of this restriction, and, 
also, because unless we can get molasses which we ourselves test as 
being 6.1 or 6.2 we will not buy it. And, therefore, in addition to this 
16 percent with which we have had trouble and have had to debase, 
we have not been able to bring in as much as we need to do our business. 

Mr. Hint. Would that show up in the volume of your business? Is 
the volume down ? 

Mr. Straps. The volume is affected by so many other variables. 
There are many, many variables. The war affected volume. Eco- 
nomic conditions affect volume. I do not think, looking at the volume 
alone in connection with this, that it would serve any purpose. 

Mr. Hitz. And can you then supply the committee with the in- 
formation as to what years these cargoes came in that caused you 
trouble ¢ E 

Mr. Sraptes. I will be very happy to do that, sir. 

Mr. Hinz. Thank you. 

(The information, when furnished, will be placed in the committee 
files. ) 

Mr. Tuompson. If it is not untimely, I would like to have a little 
instruction in this soluble nonsugar solids content. Just where does 
that come in? 

Mr. Srapies. Frankly, I can explain it to you, but we have a man 
following me who is going to go into great detail as to just how that 
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is determined and what it means and what it is. I would much rather 
that he did it. 

Mr. THompson. Thank you very much. 

The CHairman. Are there any further questions? If not, we 
thank you very much, Mr. Staples, for your very fine presentation. 

Mr. Sraprrs. Thank you, sir. 

The Cuairman. We will now call upon Mr. Nelson Gammans, 
Chairman of the United States Dominican Chamber of Commerce. 


STATEMENT OF NELSON GAMMANS, PRESIDENT, THE DOMINICAN 
CHAMBER OF COMMERCE OF THE UNITED STATES, INC., NEW 
YORK, N. Y. 


Mr. Gammans. Mr. Chairman and gentlemen of the committee, my 
name is Nelson Gammans and I am president of the Dominican 
Chamber of Commerce of the United States, Inc., New York City. 

In the bill now before the committee to amend and extend the 
Sugar Act of 1948, the quota for foreign countries, other than Cuba 
and the Republic of the Philippines, ‘thas been increased from 1.36 
percent to 4 percent of the United States consumption less the sum 
of quotas established for the domestic areas and the Republic of the 
Philippines. I am including Puerto Rico and the Hawaiian Islands 
in the domestic areas. Likewise by the application of the rule con- 
tained in the same bill some increase will result in the participation 
of the Dominican Republic among the full-duty countries. 

By full-duty countries, I mean all foreign countries, taking the 
United States domestic, taking the Philippines and Puerto Rico and 
the Hawaiian Islands, and that leaves the foreign countries. Cuba 
has a preferred tariff preference, and consequently, all of the others 
are known as the full-duty countries. 

All persons interested in the extension of the trade relations bet ween 
the United States and the Dominican Republic recognize in this pro- 
posed legislation a first step forward in the establishment of more 
equitable treatment for the Dominican sugar economy. 

I think that is where I think some of the opposition comes from, 
that no foot is desired within the door. 

However, it is in our opinion a very modest step and we trust that 
it indicates a trend which will result in a policy that will give to the 
Dominican Republic a fair aecess to the sugar market of the United 
States, 

Our plea for an equitable application of the American quota sys- 
tem among foreign suppliers, which includes Cuba, is supported by 
economic and geographic factors. 

The Dominican Republic is a natural producer of sugar. Its cul- 
tivation of sugar dates from colonial times. Nature has endowed 
it, like Puerto Rico and Cuba, with the e: ipacity to produce low-priced, 
high-quality sugar. Like its neighbors it lies at the gateways of the 
United States; like its neighbors American capital has contributed 
to the development of its resources. Like its neighbors sugar pro- 
duction and exportation are vital and controlling factors in its econ- 
omy. 

In time of emergency, the United States has recognized the value 
of Dominican sugar resources and the strategy of her geographic 
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position. In World War I the Dominican sugar industry sent on 
the average 93.14 percent of its production to the United States. In 
World War IT it sent 94 percent of its production to the Alhes, at 
contractual prices which were far below the free market prices. May 
I say something about the free market. The free market is some- 
thing that sounds like it is big. It is small. Because virtually the 
whole production and distribution of sugar in the world is controlled. 
There are some few countries that do not produce sugar, that do not 
produce enough, and that is the free market. And sometimes the 
free market price is very low and sometimes it is extremely high. 
The point here is that during World War II this Dominican produc- 
tion was sold to the Allies, that is the United Kingdom and Canada 
primarily, at prices which were far below the free market prices at 
the time; in other words, the Dominican Republic made her contri- 
butions. 

These war conditions wiped out the artificial distinction which has 
justified Cuba’s preferred position. They revealed under the pressure 
of necessity the natural economic pattern of the relations between 
the United States and the Dominican Republic. It was demon- 
strated that, like Cuba, the Dominican Republic has all the advan. 
tages of geographical proximity. 

The balance of payments between the two countries is decidedly 
unfavorable to the Dominican Republic. I would not find it necessary 
to raise this question in a world in which multilateral trade moves 
withcut discriminatory tarifis and quotas and in which currencies 
exchange freely. But we are not living in sucha world. We are living 
in a world whose trade is largely canalized by preferences, quotas, and 
monopolies. 

The unfavorable trade position of the Dominican Republic is ob- 
viously the result of the American policies which control the entrance 
of foreign sugar into the United States. A high percentage of Domin- 
ican foreign purchases of processed and ile einen products, on 
the one hand, are purchased in the United States for dollars. The 
principal Dominican export, sugar, on the other, is virtually prohib- 
ited entry into the United States. The unnatural exclusion of its sugar 
from the American market is a primary obstacle to more normal trade 
relations between the two countries. Requests for a larger market 
for American products in the Dominican Republic would be more 
persuasive if the claim of the Dominican economy for more equal 
treatment of Dominican sugar were complied with. Such equal treat- 
ment, if granted, would then be the decisive factor in removing the 
existing imbalance of trade between the two countries. 

It may be pointed out that the claim of Santo Domingo with regards 
to its sugar quota is fully in accordance with “the principle of balanced 
economic development in Latin America,” which, according to Presi- 
dent Truman in his recent budget message, “has been and continues 
to be an essential objective of American foreign policy.” For decades 
American farmers have been not only exporting a large list of com- 
petitive agricultural items to the Dominican Republic but dominate 
this market completely, as can be seen from the following: 89 percent 
of all wheat flour, 95 percent of all dairy products, 90 percent of all 
ranned and fresh fruit, 100 percent of all cotton, 89 percent of all 
tobacco which are imported by Santo Domingo, originate from the 
United States. The United States industry delivers 99 percent of all 
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trucks and passenger cars in the Republic, 100 percent of all electrical 
equipment, 90 percent of the iron and steel used in Santo Domingo, 
and 80 percent of all textiles worn by the Dominican population. 

It may be added that not only in 1950 but in the whole period from 
1905 to 1949 not less than 75 percent of Dominican imports came from 
the United States, making the Dominican Republic one of the best 
consumers of the American farmers and industrialists. In the same 
45 years the export of Dominican commodities to the United States, 
however, averaged only 39 percent, of which sugar, the backbone of 
the Dominican economy, grown at the threshold of the United States 
of America, accounted only for less than 2 percent; in other words, 75 
percent of the imports, 39 percent of the exports. 

Since the transfer of interests, dividends, and amortizations of 
American investments in Santo Domingo—of which 80 percent are 
placed in the Dominican sugar industry—require important dol- 
lar payments, there has been a dollar gap created in the Dominican 
economy, the future consequences of which cannot be foreseen. 

For the time being this tendency is invisible for the reason that 
the shipments of the Dominican sugar to the United Kingdom are 
paid in dollars. As soon as Great Britain, in the execution of its 
adopted sugar expansion prograin, ceases to buy virtually the whole 
of the Dominican crop, this dollar gap will soon become visible. As 
far as the bulk of the trade is concerned, it is a three-cornered arrange- 
ment whereby the Dominican Republic is shipping to the United King- 
dom for dollars, the United Kingdom does something to the United 
States to get dollars or maybe gets them for nothing, and then the 
United States ships to the Dominican Republic. And that triangular 
trade is going to be interrupted because of the British policy of 
building up industries in British colonies. 

The Dominican economy and its currency—one of the few hard 
currencies in the world besides the United States dollar—will then 
encounter the most serious problem, unless in the meantime the chan- 
nels of the sugar trade with the United States are opened for the 
benefit of the economic stability of the Dominican people. 

If the proclaimed foreign economic policy of the United States 
of equality of opportunities had been in force, these channels of trade 
would have been open and the Dominican Republic for many years 
would have been in a position to export to the United States at least 
the same ratio of its production as did Cuba. 

However, the sugar import policy of the United States made this 
result impossible. The Dominican Republic was practically excluded 
from contributing to the United States market at the start of the 
United States sugar-quota legislation and did not receive an oppor- 
tunity to contribute to the large increased consumption of sugar in 
this country during the last 17 years. 

May I repeat that what was done was not only to exclude the 
Dominican Republic as well as other foreign sources from the sugar 
quota at the beginning, but there has been a tremendous increase in 
the consumption. And Cuba has been the beneficiary of substantially 
all of it. 

While the total United States imports from foreign countries— 
not including the Philippines—from 1934, the first year of United 
States quota legislation, to 1951, have increased up to 1.208,000 tons, 
the full-duty countries received a mere 25,090 tons of this increase. 
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Substantially nothing. The quota provisions of the United States 
Sugar Act allotted to Cuba, however, 1,283,000 tons of this increase. 
This additional i144 million ton quota out of increased United States 
consumption was given to Cuba in addition to her 1934 quota of 1,866,- 
000 tons, which in itself reflected already her long preferential treat- 
ment within the United States sugar-import market. 

Although the nited States import requirements expanded con- 
siderably from 193° to 1951, due to a 20-million increase im the United 
States population, 1, the full-duty countries were practically excluded 
from sharing in this increased consumption. 

It has been stated on June 27 before this committee that in the 
Sugar Act of 1948 “Cuba was made essentially the sole beneficiary of 
increased United States consumption.” and that “in the new bill Cuba 
would continue as a primary beneficiary of increased domestic con- 
sumption during the period of the extension.’ 

Dominican sugar, having had no access to the United States market 
for more than 50 years, has been completely at the mercy of the so- 

‘alled free world market, which, in spite of the apparent amplitude of 
its name, covers only a small part of the world sugar market, and 
whose function consists primarily of staisfying the residual demand 
of those countries which are not self-sufficient or which cannot pro- 
duce their own sugar. 

in connection with this so-called free market, I call your attention 
to the cogent observation made by Mr. Lawrence Myers in his testi- 
mony before this committee on June 27. He referred to the “vagaries 
of inflationary and deflationary trends in the world market,” and then 
stated that until— 

The world free sugar market can become larger and more stable, small sur- 
pluses will involve disproportionate dangers for producers and small increases 
in demand will create shortages and high prices for consumers. 

It was said in these hearings that in 1950 the Dominican Republic 
did not fill its quota in the United States market and also that in the 
first 5 months of 1951 there was no indication of intention to fill the 
existing quotas. It is to be pointed out in this regard that not only 
full- duty countries but particularly Cuba were unable to fill their 
quotas in 1950 because the “estimate of United States consumption’ 
was so much increased under the impact of the Korean situation and 
the corresponding revisions of the quotas took place so late in the 
year that it was very hard for any cane-producing country to comply 
completely with the adjusted quotas. In spite of these difficulties the 
Dominican Republic delivered all of its adjusted quota except 1,538 
tons, whereas Cuba fell short in her delivery of her adjusted quota by 
165,492 tons. 

In regard to the intention of the Dominican Republic to fill its 1951 
quota, concerning which a doubt was raised, I have received the as- 
surance that its quota is going to be filled regardless of any difference 
in price between the world market and the U Tnited States market. 

May I take this opportunity to state that the Dominican sugar 
industry is not only able and willing but pr epared to fill any incre: ased 
quota which may be granted under the extension of the Sugar Act. 

In conclusion I wish to emphasize that the views of the Dominican 
Chamber of Commerce of the United States which I have expressed 
relate solely to the distribution among foreign suppliers—including 
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Cuba—of the amount of sugar which the Congress of the United 
States determines may be imported into this country. To put it 
shortly. the Dominican Republic is not having any controversy with 
the United States or with other domestic producers, such as Puerto 
Rico. The Dominican Chamber of Commerce of the United States 
respectfully invites the committee to examine its request for more 
equitable treatment in the distribution of the amount of sugar sup- 
plied to the American consumer by foreign producers, especially by 
the Dominican Republic. We believe that you will find: 

A. That the geographical proximity between the United States and 
the Dominican Republic supports the same argument in behalf of 
the Dominican Republic that it has in behalf of Cuba. The trade 
channels are natural channels and invite the movement of commerce 
in both directions. Even under the improved conditions in the bill 
now before the committee the trade between the two countries, as I 
have already emphasized, will remain unbalanced due to the fact that 
the main export preduct of the Dominican Republic. sugar, is sub- 
stantially excluded from the American market. 

B. That Dominican producers, operating in a country naturally 
adapted to the production of sugar, can serve the American consumer 
as effectively and as responsibly as producers in any other foreign 
area, 

C. That these factors justify under the principles of expanding 
world trade championed by the United States Government the intro- 
duction into pending legislation of provisions which will result, as 
time goes on, in more equal treatment for Dominican sugar within the 
United States quota system. 

The CrarrmMan. Thank you very much, Mr. Gammans. Are there 
any questions / 

Mr. Anernetuy. [ would like to inquire what portion of the pro- 
duction in the Dominican Republic now comes into the United States ¢ 

Mr. Gammans. Well, under this proposed bill, I think something 
like 5 percent would come in. It is about 2 percent now. 

Mr. Anernetiy. Two percent now ¢ 

Mr. GamMans. Something like 2 percent. 

Mr. Anerneruy. And under the bill, about 5 percent of it would 
come in? 

Mr. Gammans. Of the Dominican production; yes. 

Mr. Anerneruy. Do you make any suggestion in your statement 
as to what amount you feel should come in? 

Mr. Gammans. Of course, I think 5 percent. T mean, I think that a 
decent proportion—lI think that the sugar that is now going to the 
United Kingdom should come to the United States, but that is some- 
thing for the future. I do not know what sort of luck the United 
Kingdom is going to have in its sugar-production policies. It had 
some experience with peanuts, I understand, that did not work out 
too well. It will, undoubtedly, buy less and less from the Dominican 
Republic. 

They have announced their intention of setting up some different 
arrangement. This is the natural market. This law is a temporary 
law. 

Mr. Anernetuy. England is now your principal foreign market ? 

Mr. Gammans. At the moment, England and Canada. You see, 
in the First World War the Dominican crop was shipped here. 
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In the Second World War, for reasons which I do not know, per- 
haps they were political reasons as between the United States and the 
United Kingdom, it was arranged that the United Kingdom would 
not go into Cuba, and let us have a free hand there, and that the 
United Kingdom should then negotiate with the Dominican Republic 
for its sugar. And that is the way the thing was handled and it got 
the sugar. And that meant that the United States, which was sup- 
plying everybody with everything, or had to see that everybody on 
the Allied side ate, would not have to ship any sugar to England or 
to Canada; in other words, that market was parceled out. 

Now they have announced that it is not going to stay parceled out, 
because they will have their own colonies grow sugar. 

The question is, Where is this sugar going? I do not think we 
have to solve that problem today. I think that by the time the next 
amendment comes along it will be a little bit more obvious just what 
the United Kingdom has done or is doing or is going to do. 

I think that this is the opening, this is the entrance, this is the 
statement of policy, and this bill is a satisfactory beginning. 

That is as far as I believe I would want to go at the present time. 

Mr. Horr. Mr. Gammans, you are satisfied with this bill as covering 
the 4-year period ahead of us, is that right; but you would not want 
it to be for 40 years? 

Mr. GamMans. That is the point. I do not know how it will be at 
the end of the 4-year period, but I think that it is best that it should 
be tried at the present time. We do not have any idea of disrupting 
arrangements that are made with Cuba. 

Cuba has had over 1 million tons increase since the first sugar 
quotas were put in. This is a little piece that is not disrupting any- 
thing. It would not disrupt a fraction as much as if the American 
public just ate a little less sugar. I do not think that everything 
ought to be disrupted, but I think there should be a beginning. 

I think it is almost a matter of principle that one country is not to 
have a virtual monopoly. I think it is bad for the United States. 

Now you are getting me to talk political questions. I should not 
talk political questions, because that is not my field. 

Mr. Horr. You are reasonably well satisfied with what this bill gives 
the Dominican Republic ¢ 

Mr. GamMans. That is right. 

Mr. Horr. And you realize that in the past this country has had 
very close commercial relations with Cuba, not only on sugar but in 
the matter of other commodities because of the preferential treaty 
which has existed for more than 50 years. And realizing that, you do 
not expect everything to be changed overnight, do you? 

Mr. GamMans. I do not, that is right, but may I put this in, getting 
over to some of these political situations that really I am not competent 
to speak on, I am a little bit familiar with the history of preferences 
and quotas to Cuba. <A lot of it looks to me like histerical anachronism 
that a lot of the reasons that existed once do not exist any more. except 
they exist, also, in the case of the Dominican Republic. I would rather 
you would consider somebody else’s testimony on that. 

Mr. Horr. You are just urging that as something for future con- 
sideration ¢ 

Mr. GamMaAns. I am urging it for future consideration, some serious 
revision of the whole situation, but in the light of facts which may 
appear Yors years from now. 
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Mr. Horr. Of course, you realize that under the system that for- 
merly prevailed whereby we regulated imports through the tariff that 
Cuba got practically everything, so far as she could supply it, because 
of the preferential tariff ¢ 

Mr. Gammans. That is right. 

Mr. Horr. This is a better system, so far as the Dominican Repub- 
lic is concerned, even though you are under a quota / 

Mr. Gamnans. It is a better system, better and worse. The whole 
purpose of this Sugar Act is to avoid some of these terrific shortages 
and overproductions that we have had in the past. If you are not 
going to have shortages, Cuba would have a tremendous advantage 
with the tariff preference that she has, but if you are not going to 
have any regulation at all, no quota regulation, do not forget that 
many times sugar would be selling here at a price which would mean 
that the Dominican production could go into this market to a much 
greater percentage rate than it can under present conditions. 

Mr. Horr. You mean even with a preferential ¢ 

Mr. GamMans. Even with the preferential, yes. 

; Mr. Horr. Is that because your production costs are lower than 
. Cuba’s ¢ 

| Mr. GamMans. Well, you are asking me something there. I know 
that they are a lot less than what Cuba claims they are. I am not a 
sugar man. I used to be an officer of a couple of sugar companies. 
I am a lawyer. I am counsel for the National Sugar Brokers Asso- 
ciation of New York. Incidentally, I am not speaking for them, 
because those members who are interested are interested because they 
F are brokers for Cuba. 

‘ Mr. Horr. I wish to belabor the question at all. 

; Mr. Gamnans. I have had some background, but I do not pretend 
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7 to know anything about sugar. I do know that during the disturbed 
conditions right after the First World War, when the market got 
) down very low, Cuba had a monopoly of the market. I was in Puerto 
Rico at that time. We felt the Cuban competition, even though 
t Puerto Rico had no duties. When the price got down low enough, 
Cubans, who had to pay a duty, could still import a lot into the United 
s States. On the other hand, do not forget that in 1920 we had this 
terrific rise, and the duty does not mean anything then. People went 
down to Brazil and bought sugar for 18 cents a pound, raw sugar. 
i Mr. Horr. I do not have the figures before me, but I am under the 
n impression that the full-duty countries were practically shut out. 
y Mr. GAMMANs. They were under normal conditions. 
O Mr. Horr. So long as the preferential treaty was in effect. 
Mr. Gammans. Under normal conditions, yes, they were. 
o Mr. Horr. It was only in abnormal situations where that was not 
t the case / 
) Mr. Gam™ans. That is right. 
y Mr. Horr. Generally speaking, you are in a better situation now 
t than you would be if we were still operating under the preferential 
r tariff treatment ? 
Mr. GamMans. By “you” I suppose you mean the Dominican sugar 
- producers? Essentially, I am more interested in the exporters from 
New York. 
is Mr. Horr. You are speaking now for the Dominican producers? 


Vv Mr. Gammans. Yes; that is right. 
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The Cuarman. If there are no further questions, we thank you 
very much, Mr.Gammans. Weappreciate your statement. 

I should like to ask you one question for my own information. Do 
you live in the Dominican Republic ¢ 

Mr. GamMans. I have never lived in the Republic. In 1918 I 
went with a firm that had sugar interests in Cuba, the Dominican 
Republic, Puerto Rico, and elsewhere. One of the members of the 
firm was then president of the South Puerto Rico Sugar Co. I re- 
sided in Puerto Rico 6 years, 1919 to 1925. I was an officer of the 
South Puerto Rico Sugar Co. of Puerto Rico, and also of Central 
Romano, which is in the Dominican Republic. I made some trips 
across, but I never lived in the Dominican Republic. 

The Cuairman. You now live in New York? 

Mr. GAMMANs. Since 1925 I have been in New York. 

The Cuairman. All right. Thank you very much. 

Mr. GamMans. Thank you. 

The CHairnman. I would like unanimous consent to insert in the 
record a letter and two memoranda from Luis F. Thomen, Ambassa- 
dor of the Dominican Republic. 

(The matter referred to is as follows :) 


EMBASSY OF THE DOMINICAN REPUBLIC, 


Washington, D. C., July 24, 1951. 
Hon. HAROLD D. CooLey, 


Chairman, Agriculture Committee, 
lHlouse of Representatives, Washington, D.C. 

My Dear Mr. CnatrMAN: I have the honor to request that the attached 
documents, described below, be printed, immediately following the statement by 
Mr. Nelson Gammans, president of the Dominican Chamber of Commerce of 
the United States, Inc., in the record of the hearings before your committee on 
H. R. 4521, a bill to amend and extend the Sugar Act of 1948: 

(A) A memorandum dated May 24, 1951, setting forth the basic argu- 
ments supporting the Dominican Republic’s plea for a larger sugar quota 
in the American market ; 

(Bb) A memorandum dated June 9, 1951, supporting the proposal that in 
the revision of the Sugar Act 50 percent of the total import quota for full- 
duty countries be assigned to the Dominican Republic. 

These two memoranda contain the information and analysis presented by my 
government to the Department of State and Department of Agriculture; they 
have already been made available through official channels to your committee. 
Their contents enlarge upon the testimony of Mr. Gammans and constitute an 
amplification of the views of the Dominican Republic which we believe will be 
useful to the committee. In order that the Dominican case may be presented as 
a unit we have suggested that these documents be printed immediately following 
the statement of Mr. Gammans. 

With appreciation of the many courtesies which you have extended to us, 
T am, 

Very respectfully yours, 

Luis F. THOMEN, 
Ambassador of the Dominican Republic. 


DOMINICAN MreMORANDUM ON SuGArR, May 24, 1951 


1. During the past year, representatives of the Dominican Government sub- 
mitted to repvesenatives cf the United States Government a series of memoranda 
containing the views of the Dominican Government on the question of exports 
of Dominican sugar to the United States under the provisions of the United States 
Sugar Act. 

2. In the knowledge that a renewal or an extension of the Sugar Act of 1948 
is under active consideration, the Dominican Government and the Dominican 
sugar producers welcome this first opportunity to state their case with regard 
to the various provisions of the said act before any legislation dealing with 
United States sugar import quotas is enacted. 
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l 4. The basic arguments supporting the Dominican Republic's plea for a larger 
sugar quota in the American market are the following: 

: A. Like its neighbors of the Caribbean Sea, Santo Domingo is situated in the 
vicinity of the United States, and, as in the case of those neighbors, American 
capital has contributed to the development of Dominican resources. For all of 

| : those Caribbean countries, the production and the exportation of sugar consti- 

, tute the determining factor of their economies. 

; 5. However, during the past 50 years, the Dominican Republic has not had the 


same opportunity as its neighbors to sell sugar in the United States, its natural 
market, Which is at the same time the greatest market for imported sugar in the 
} world, 

| 6. The Dominican sugar industry does not have and has not had access to 
markets in which it could enjoy advantages resulting either from its geographi- 
cal situation or from preferential tariff treatment, or from quantitative restric- 
tions, advantages which would insure the sale of the bulk of its production at 
a fair price. Dominican sugar has been completely at the mercy of the so-called 
“free” world market, which, in spite of the apparent amplitude of its name, covers 
only a small part of the world sugar market and whose function consists pri- 
marily of satisfying the residual demand of those countries which are not self- 
suflicient or which cannot produce their own sugar. 

7. Contrary to what happens in those markets protected by preferential sys- 
tems and by quantitative import restrictions, the “free” world market is highly 
competitive, and even though it would never be possible for the Dominican Re- 
public to make up in the world market for the damage caused to it by its ex- 
clusion from the dollar sugar market, the Dominican sugar industry could, within 
conditions of free and effective competition, protect itself at least partially against 
these damages, thanks to the fact that it belongs to the naural producers of 
sugar. 

8. Unfortunately, the “free” world market is being progressively narrowed, 
due to the character assumed by the competition both on the part of the major 
l exporting and importing countries. They have not only disorganized the pat- 
tern of the prewar market, but threatened to close traditional outlets for the 
: product of the Dominican sugar industry when, once the temporary demand 
created by the recent international events has disappeared, trade will revert to 
the normal condition of the world sugar market. 

9. Cuba, for example, which under the umbrella of the special position it en- 

joys in the United States, came to be the main supplier of the ‘free’? world 
market, has expanded on a large scale, in the postwar period, the production 
destined for this market. Its exportable surplus to the “free” market has in- 
creased from less than 1 million tons in the prewar period to more than 2% 
million tons in 1950, that is during a period in which the demand on this market 
had become seriously restricted. 
, 10. England, on the other hand, the most important of the consuming coun- 
tries to be served by the “free” market, has invented a new form of quantitative 
restrictions against exporters to this market, by means of the recent 5-year 
bulk purchasing contract of the Ministry of Food with the sugar producers of 
the British Commonwealth. This contract implies for the producers within the 
é Commonwealth and the Empire hidden subsidies in the form of a long-term price 
guaranty, so as to enable them to expand their production. 

11. With the execution of this program, the total imports of Great Britain 
from the “free” market will be reduced to only 200,000 tons per annum beginning 
in 19538, as against 1,200,000 tons which she used to acquire from this source, 
of which the Dominican sugar industry, traditionally the most important sup- 
plier to the United Kingdom, had furnished over 400,000 tons of the 1949-50 
crop. 

12. It is because of the gravity of this situation that the Dominican Govern- 
ment desires to review the circumstances that have originated such a situation 
and to consider the means of eliminating the unfavorable effects caused on the 
| Dominican sugar industry, and consequently on its national economy, by the 
: quantitative restrictions on sugar now in force in the United States, since they 
limit the Dominican Republic to a basic quota (for 1950) of 6292.8 short tons 
of sugar, i. e., 1.2 percent of its current production, 

15. The United States market has remained virtually closed to the Dominican 
sugar since the establishment in 1903 of the preferential system which granted 
Cuba an exceptional import duty treatment. 

14. The effect of this exclusion was, on the one hand, extension of this pro- 

tected sugar industry to the detriment of the stagnant Dominican production, 
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while on the other hand the Dominican sugar had to face, since 1913, its com- 
petition in the “free” world market. 

15. Under the protection afforded to her by the American preferential system, 
Cuba was able, when she found herself threatened by an overproduction crisis, 
to engage in a price war on the world market. This led, eventually, to the 
collapse of the world market during the late twenties and early thirties. As a 
consequence of this break down, the Dominican sugar industry found itself on the 
verge of ruin. Although the Dominican Government during this period developed 
a program of severe restrictions in its fiscal policy, the country underwent a 
serious economic crisis which intensified the effects of the great depression and 
even outlasted those effects, thus imposing unforgettable sacrifices on the Domini- 
can people. 

16. Furthermore, on account of the overproduction which occurred in the 
sugar supply centers enjoying preferential protection, the domestic sugar indus- 
try of the United States also suffered damages. These damages were of such 
magnitude that they led in the year 1934 to the inauguration of a policy of 
planned production and consumption and the establishment of a system of 
quantitative restrictions for the sugar imports, which by virtue of the United 
States Sugar Act of 1948 is still in force. 

17. Upon the establishment in 1934 of the principle, in the sugar legislation, 
that import quotas must be fixed according to the importation during a previous 
representative period (which in turn was already characterized by the opera- 
tion of the essentially discriminatory preferential system) the “de facto” monopo- 
listic situation enjoyed by the favored sugars on the American market was 
transformed into a “de jure” situation. 

18. In this way the exclusion of the Dominican sugar from the United States 
market was made permanent. 

19. Not only the Dominican sugar industry and, therefore, the national income 
of the Dominican Republic are impaired by the quantitative restrictions prevail- 
ing on the United States market, but furthermore, those restrictions constitute 
the cause of serious balance of payments problems for the Dominican economy 
as a whole. As the principal Dominican export is sugar, the country is in a 
large measure unable to acquire the dollars required for the large importation 
of American goods. 

20. Eventuatly it may be pointed out that the claims of Santo Domingo with 
regard to its sugar quota are fully in accordance with “the principle of bal- 
anced economic development in Latin America” which, according to President 
Truman in his recent budget message, “has been and continues to be an essential 
objective of American foreign policy.” For decades American farmers have 
been not only exporting a large list of competitive agricultural items to the 
Dominican Republic but dominating this market completely: 89 percent of all 
wheat flour, 95 percent of all dairy products, 90 percent of all canned and fresh 
fruit, 100 percent of all cotton, 89 percent of all tobacco which is imported by 
Santo Domingo originates from the United States. The United States industry 
delivers 99 percent of all trucks and passenger cars in the Republic, 100 percent 
of all electrical equipment, 90 percent of the iron and steel used in Santo Domingo 
and SO percent of all textiles worn by the Dominican population. 

21. It may be added that not only in 1950 but in the whole period from 1905 
to 1949 not less than 75 percent of Dominican imports came from the United 
States making the Dominican Republic one of the best consumers of the American 
farmer and industrialists. In the same 45 years the export of Dominican com- 
modities to the Unted States, however, averaged only 39 percent of which sugar, 
the backbone of the Dominican economy, grown at the threshold of the United 
States of America, accounted only for less than 2 percent. 

22. Since the transfer of interest, dividends and amortizations of American 
investment in Santo Domingo (of which SO percent are placed in the Dominican 
sugar industry) require important dollar payments, there has been a dollar gap 
created in the Dominican economy, the future consequences of which cannot be 
foreseen. 

25. For the time being this tendency is invisible for the reason that the ship- 
ments of the Dominican sugar to the British Empire are paid in dollars. When 
Great Britain, in the execution of its sugar expansion program does not buy the 
whole of the Dominican crop, this dollar gap will soon become visible. The 
Dominican economy and its currency—one of the few hard currencies in the 
world—will then encounter the most serious problem unless in the meantime 
the channels of the sugar trade with the United States are reopened for the bene- 
fit of the economic stability of the Dominican people. 
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24. From the year 1905 until the year 1941, the right of the Dominican Gov- 
ernment to conduct an independent commercial policy on behalf of the economic 
interests of the country remained suppressed by the operation of the Dominican- 
American conventiono f 1905, amended in 1907 and renewed in 1924. This con- 
vention imposed upon the Dominican Republic limitations of such character 
as to be equivalent to a prohibition to modify its tariffs without the permission 
of the United States Government. In this way, the Dominican Republic was 
deprived of the natural means to carry out its own commercial policy, which 
would have permitted it to negotiate with the United States, its principal sup- 
plier, or to protect its domestic agricultural and industrial producers, actual or 
potential ones. 

25. Furthermore, from 1916 until 1924 the territory of the Republic was oc- 
cupied by the military forces of the United States. Officers designated by the 
American Government assumed the functions of the Government of the Republic 
in accordance with the directives outlined by the authorities on which they 
depended. 

26. At the termination of the military occupation in 1924, an exchange of notes 
took place, known as the modus vivendi, by which each country granted to the 
other the reciprocal treatment of the most-favored nation. However, the mest- 
favored-nation clause was impaired by excluding the United States preferences 
accorded to Cuba. The few endeavors which the Dominican Government made 
to put into force reduced tariffs with certain European countries—France and 
Spain—resulted to the principal benefit for the United States in the shape of 
indirect concessions, without due compensation for Santo Domingo and, as a 
consequence, had therefore to be denounced. On their part, the concessions 
of the United States to third parties were hardly of any value for the Dominican 
Republic, considering that those concessions did not affect the preferences con- 
ceded to Cuba, especially with regard to sugar and other tropical products of 
the Dominican Republic. 

27. Furthermore, on the most important occasion when that modus vivendi 
could have benefited the Dominican Republic, namely by extending in accordine? 
with the most-favored-nation Clause, the advantages which the United States of 
America conceded to the Philippine Republic in 1946, those benefits could not 
be obtained by the Dominican Republic. This was due to the fact that the United 
“tates Government asked the Dominican Government by its note dated May 4, 
1946, to renounce the benefits implied in the plan, to which the Dominican Gov 
ernment agreed. ‘ 

28. During emergency periods full recognition has been ‘ade of the value 
which the Dominican sugar resources and the strategic geographic situation of 
the Dominican Republic represent for the United States economy. In the First 
World War the Dominican sugar industry contributed on an average 83.14 per- 
cent of its production to the Allied war effort. In the Second World War it con- 
tributed 94 percent of its production to the same end. In other words, under war 
conditions the prevailing artificial distinctions with respect to the Caribbean 
islands as sugar suppliers disappeared, bringing into evidence, under the pres- 
sure of necessity, the real character of the economic relations between Santo 
Domingo and the United States. The Dominican Republic offers the same evident 
advantages as its neighbors, both as natural producer and by its geographic 
proximity. 

20. In the trade-agreements negotiations between the United States and the 
Dominican Republic conducted in Annecy (1949) and Torquay (1950-51) within 
the framework of the General Agreement on Tariffs and Trade (GATT) the 
Dominican delegation pointed out continuously that the United States tariff 
concession on Dominican full-duty sugar whereby the margin of preferences for 
Cuban sugar was somewhat reduced had merely a symbolic value and that in 
due course it ought to be implemented by a revision of the discriminatory treat- 
ment of full-duty sugars and in particular Dominican sugar by the United States 
sugar-quota legislation, a treatment which both in letter and spirit is clearly in- 
compatible with the principle of nondiscrimination stipulated by GATT. 

30. The Dominican Government anticipates that on the occasion of the renewal 
or extension of the Sugar Act, the United States will depart from the policy pur- 
sued under the laws of 1934, 1937, and 1948, with regard to the distribution 
of the quotas corresponding to the foreign suppliers. These acts were based on a 
policy of protection favoring not only the domestic industry but the Cuban sugar 
industry as well. This policy was clearly expressed in the Presidential message 
of February 8, 1934, which provided the basis for the sugar-quota legislation : 

“* * * JT believe that we can increase the return to our own farmers, con- 
tribute to the economic rehabilitation of Cuba, provide adequate quotas for the 
Philippines, Hawaii, Puerto Rico, and the Virgin Islands * * *.” 
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The United States Tariff Commission, in its Summaries of Tariff Information, 
volume 5, Sugar, Molasses, and Manufacturers, Washington 1948, made the fol- 
lowing statement regarding the United States Sugar Acts: 

“The United States, the world’s largest consumer, in order to assure its sugar 
growers as well as those in Cuba and the Philippines a stable market for their 
product and to protect them from severe declines in world sugar prices, adopted 
the Jones-Costigan Sugar Act in 1934. Under this act and the subsequent Sugar 
Acts of 1937 and 1948, quotas were placed on all sugar (domestic as well as im- 
ported) for the United States market.” 

31. The Dominican Government is sympathetic to the basic aims of the United 
States sugar quota policy as expressed in the position therein provided for 
domestic mainland and off-shore producers. However, it feels very strongly that 
the policy of protection granted to Cuba by way of discriminatory quota legis- 
lation should be fundamentally revised in view of the fact that it is highly in- 
jurious to other foreign supplying countries particularly to those American Re- 
publics which, despite their overwhelming economic dependency on sugar ex- 
ports, are included in the category of the so-called full-duty countries. 

32. The Dominican Government is confident that the import rules of the forth- 
coming Sugar Act will reflect the new changed climate of international economic 
relations which has come into being since the sugar laws of 1934, 1937, and 1948 
were adopted. Today the foreign economic policy of the United States is guided 
by the General Agreement on Tariffs and Trade which is based on the principle 
of nondiscrimination and the postwar aims of the United States foreign eco- 
nomic policy, as stated by President Truman and other high officials of the United 
States Government. These aims were set forth, as in a nutshell, in a statement 
by President Truman on January 8, 1949, to the effect that: 

“Unless nations can sell each other the preducts of their agriculture, labor, 
and industry, to the greatest possible extent, there can be no sure foundation for 
economic peace. 

“* * * In the achievement of these objectives United States leadership 
and United States action is a decisive influence.” 

In this connection it may be appropriate to quote also from the introduction 
to the original United States proposals for an international trade organization 
which eventually led to the General Agreement on Tariffs and Trade, inasmuch 
as they have indeed the same significance today as they had when the proposal 
was originally made. They read in part as follows: 

“The purpose is to make real the principle of equal access to the markets and 
the raw materials of the world, so that the varied gifts of many peoples may 
e>ert themselves more fully for the common good.” 

33. The distribution of quotas among the foreign sugar supplying countries, 
including Cuba, under a new Sugar Act could thus be hardly based on an all-out 
exclusive protection for Cuba to the detriment of other foreign suppliers. But 
such distribution should indeed carefully regard the principle of nondiscrimina- 
tion which is so clearly established by GATT and endorsed by*the United States. 

34. The rules of GATT stipulate that “in applying import restrictions to any 
product, members shall aim at a distribution of trade in such product approaching 
as closely as possible to the shares which the various member countries micht 
be expected to obtain in the absence of such restrictions” (art. XIII, par. 2). If 
cumulative discriminations had not been imposed on Dominican sugar in the 
United States, if there had been an “equality of opportunities,” the Dominican 
Republic would have been in a position to export to the United States at least the 
same ratio of its production as Cuba did. 

35. Therefore, this goal of nondiscriminatory distribution of import quotas 
among the various supplying countries cannot be reached so long as a basis is 
adopted which merely considers the amount of sugar imported into the United 
States during a selected period. It cannot be stressed enough by the Domini- 
can Government that whatever period is selected, it will be adversely affected 
either by the prefeernces in favor of Cuba (which incidentally were increased 
from 1954 to 1941 above the contractual 20 percent level to 52 percent) or by 
the quotas in favor of Cuba fixed in the different Sugar Acts which embody the 
declared disriminatory purpose of protecting Cuba—not a possession of "ited 
States but an independent country—against other foreign suppliers of the United 
States market. Nor can be adopted as a basis the international emergency 
period of the last war during which extraordinary arrangements for sugar dis- 
tribution were made inasmuch as those arrangements precluded a clear view of 
the true normal! trend of the American import market. 
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36. For these reasons, the Dominican Government maintains the view that 
in making the new distribution of import quotas for the so-called full-duty 
countries, consideration should be given not to the nonrepresentative and mis- 
leading historical import figures, but rather to the “Special factors” referred to 
in article XIII of GATT under “Nondiscriminatory administration of quantitative 
restrictions.” Paragraph 2 (d) thereof states that in fixing foreign supply 
quotas “due account should be taken of any special factors which may have 
ailected or may be affecting the trade in the product.” 

37. In this case, such special factors affecting the United States import trade 
of sugar are represented by the discriminatory manner in which, under the 
United States quota legislation, the share of importers in the increased United 
States sugar consumption has been distributed amongst the different foreign 
countries catering to this market. - 

38. While the total United States imports from foreign countries (not includ- 
ing the Philippines), from 193i—the first year of United States quota legisla- 
tion—-to 151, have increased up to 1,058,300 tons, the full-duty countries re- 
ceived a mere 21,000 tons of this increase. The quota provisions of the United 
States Sugar Act allotted to Cuba, however, 1,037,000 tons of this increase. 
This additional 1,000,000-ton quota out of increased United States consumption 
was given to Cuba in addition to her 18384 quota of 1,866,000 tons which in 
itself reflected already her long preferential treatment within the United States 
sugar import market. 3 

59. Although the United States import requirements expanded considerably 
from 19383 to 1951 due to a 20,000,000 increase in the United States population, 
the full-duty countries were excluded from sharing in this increased consump- 
tion, notwithstanding the fact that the United States reserved in the Inerna- 
tional Sugar Agreement of 1937 the right to increase the import of sugar from 
foreign countries not enjoying preferential duty rates (art. 9 (¢)). : 

40. The exclusion of the full-duty countries from the increase of United States 
sugar import requirements through discriminatory administration of the quanti- 
tative import restriction, is acknowledged in the following statement published 
in the Sugar Reports of the United States Department of Agriculture, issue of 
March 16, 1950, page 8: 

“The {xed quotas for domestic areas naturally give the advantage of increased 
United States consumption essentially to Cuba. In the proration of deficits the 
current Sugar Act is also more favorable to Cuba than the act of 1957. Under 
the old act, any Philippine deficit was prorated to foreign countries other than 
Cuba; now Cuba receives at least 95 percent of any Philippine deficit.” 

since 1948 Cuba has received over and above her increased share in United 
States sugar imports, on the basis of her own quota, additional import quotas 
from the Philippine deficit ranging from 742,600 tons in 1948 to 200,000 tons in 
1951. 

11. In consideration of the facts pointed out above, the Dominican Govern- 
ment requests that the prospective Sugar Act eliminate at least those dis- 
criminatory features of the sugar quota legislation resulting from the different 
construction of the Cuban quota and the quota of the so-called full-duty countries. 
‘These objectionable discriminatory features of the Sugar Act of 1948 are summed 
up as follows: 

(a) Allocating to Cuba practically all of the increase in consumption from 
1934 up to date by eliminating the full-duty countries from a participation in 
this incerase. 

(b) Allocating to Cuba 95 percent of the deScit which occurred in the Vilip- 
pine quota while allocating to the other foreign suppliers only the remaining 
> percent, 


CONCLUSION 


~. While the Dominican Government does not recognize, as a matter of 
principle, any arrangement involving discriminatory treatment in international 
trade, the present Dominican proposal takes as a point of departure, for practical 
purposes, the original protected Cuban quota established in 1934, at the outset 
of the quota legislation, on the basis of the Cuban imports during the 1931-33 
period. 

45. This protected Cuban quota which has been maintained up to the present 
time as a minimum of Cuban supplies to the American market was fixed at 
25.48 percent of the total consumer requirements of the United States. 

44. In addition to this protected quota, which allowed the Cuban industry to 
sustain a preferential position within an expanding United States sugar market, 
€uba received through subsequent United States Sugar legislation practically 
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the entire share assigned to foreign suppliers as a result of increased imports 
brought about by the growth of sugar consumption in the United States. In this 
way, Cuba was given an increase in its basic quota alone from 28.6 percent to 
33.9 percent of the total United States consumption. 

45. Thus if the 1951 consumption figure amounting to 8,000,000 tons is taken 
as a basis, the 33.9 percent gives Cuba a quota of 2,712,600 tons instead of 
2,288,000 tons which would correspond to its original basic quota of 28.6 percent. 
It follows that this vear Cuba is receiving by way of increased consumption alone, 
an additional quota of 424,600 tons of sugar. 

i6. In shocking contrast with these figures, the 1951 quota of the full-duty 
countries (which incidentally received in 1924 a basic quota of 25,836 tons) 
amounts to a mere 37,400 tons, of which the Dominican Republic participates in 
15.5 percent equivalent to 5,009 tons. 

47. It is the view of the Dominican Government that th extraordinary partici- 
pation of Cuba in the increased sugar consumption of the United States consti- 
tutes in effect a double discrimination, because it involves an added privilege 
over and above the discriminatory protected Cuban quota granted to that country 
in the American market since the Sugar Act of 1934. 

48. It is suggested, in the interest of correcting such discrimination and restor- 
ing “equality of opportunities” in some measure for the so-called full-duty coun- 
tries in general and the Dominican Republic in particular, that in the prospective 
Sugar Act a new distribution of the total import quotas among all foreign sup- 
pliers be made which will at least divide equally between Cuba and the full-duty 
countries the difference between the tonnage represented by the protected Cuban 
quota of 28.6 percent of total United States sugar consumption and the current 
copious Cuban basic quota. 

49. In order to obtain these results, it is proposed that the distribution of the 
sugar quota assigned to foreign countries as contained in the table in section 
202 ¢c) of the Sugar Act of 1948 be modified to read as follows: 


Area: Percent 
an hk leds pele al hai dk ake nl anabee dN tad 90. 92 
Foreign countries other than Cuba and the Republic of the Philippines_ 9.08 


50. It is likewise proposed that the provision of the Sugar Act of 1937, section 
204 (a), under which the total of the Philippine deficit was assigned to the full- 
duty countries be reestablished. 

51. It is further proposed that an amendment to the sugar legislation be intro- 
duced whereby the full-duty countries will receive a 20-percent share of any 
increase in the present United States consumer requirements above a total of 
8,000,000 tons which might occur from one year to another during the lifetime 
of the new Sugar Act. 

52. With regard to the specific Dominican quota, it is proposed that 50 percent 
of the total import quota for full-duty countries be assigned to the Dominican 
Republic. To this end the General Sugar Quota Regulations Series 4, No. 1, 
issued December 12, 1936, which regulates the apportionment of quotas for 
full-duty countries under section 202 (c) of the United States Sugar Act should 
be revised accordingly. 

53. Similarly, the Dominican Republic requests an increase in its liquid-sugar 
quota up to a quantity equivalent to 17,500 tons of raw sugar. It is understood 
that this special type of sugar will not be utilized for direct consumption. 





MEMORANDUM 


The Dominican memorandum of May 24, 1951, proposed in paragraph 52, 
that in the prospective Sugar Act, 50 percent of the total import quota for 
full-duty countries be assigned to the Dominican Republic. 

The basic arguments supporting the Dominican Republic’s plea are the 
following: 

1. The rules for nondiscriminatory administration of quantitative restrictions 
are spelled out in article XIII, paragraph 2 (d), of the General Agreement on 
Tariff and Trade (GATT), in which is stated: 

“The contracting party concerned shall allot to contracting parties having 
a substantial interest in supplying the products shares based upon the propor- 
tions, supplied by such contracting parties during the previous representative 
period of the total quality or value of imports of the product, due account 
being taken of any special factors which may have affected or may be affecting 
the trade in the product.” 











a ee Ve 


, nll 












EXTENSION OF SUGAR ACT OF 1948 185 


2. It is the opinion of the Dominican Government that no period since 1934 
being tainted by the effects of previous quantitative restrictions imposed on 
marketings of foreign sugar in the United States by the different Sugar Acts 
can be considered as a “previous representative period” within the letter and 
spirit of GATT. Such period as referred to by GATT implies a previous period 
of free multilateral trade reflecting the effects of offer and demand without 
quantitative restrictions. This follows clearly for the text of paragraph 2 
of article XIII, which reads as follows: 

“In applying import restrictions to any product, contracting parties shall aim 
at a distribution of trade in such product approaching as closely as possible 
the shares which the various contracting parties might be expected to obtain in 
the absence of such restrictions. * * *' 

Periods covering sugar imports during any quota year since 1934 are by detini- 
tion not representative for free sugar trade. They are representative only for 
a managed sugar economy in which by way of import allocation the over-all 
size of sugar imports and its distribution among the differeut supplying foreign 
countries has been planned unilaterally by the United States. 

3. Besides, it is the opinion of the Dominican Government that no period 
within the lifetime of such Sugar Act can be considered from the viewpoints 
of the so-called full-duty countries as “representative” within the meaning of 
GATT as these very Sugar Acts caused in varying degree additional disadvan- 
tages to individual members of the “full-duty group.’ This refers particularly 
to the Dominican Republic which believes to have suffered more by certain 
United States sugar-quota provisions and regulations than some other members 
of the full-duty group as will be explained in the following: 

4. For instance, the United States Tariff Commission reported in 1940 with 
regard to Peru which had about the same sugar production as the Dominican 
Republic that “the sharp expansion in United States imports of sugar rising 
from only a few thousand pounds in 1929 to a peak of 112,000,000 pounds in 
1938 resulted from the United States quota system for sugar adopted in 1934; 
under this system deficiency allotments permitted Peru to increase its ship- 
ments to this country” (the Foreign Trade of Latin America, pt. I], sec. 8, Peru, 
p. 44). 

5. On account of the mechanism and yardsticks used by the United States 
sugar-quota legislation, with which will be dealt later on, Peru derived greater 
benefits from the allocation of deficiency allotments than Santo Domingo. The 
following table of factual deliveries of quota sugar shows the difference in 
shipments of both countries. 


TABLE 1.—Charges against United States quotas for full-duty countries, 1935-41 


{In short tons] 














| Peru Dominican | Total full- 
|} Republic | duty sugar 
Jones-Costigan Act: ! | | 
1935 é cahbblewdt des aD eds en duu noddhs ES er oes 3, 334 |_. 
is iSieceine ty nike dbnes aes-asb annie tat Bees walhyowes 2 —221 |. 
need W008... Giecost i a ee ees | 5, 557 | 8, 555 | 10, 977 
hh A eled ate vnc Le fb et a SS) FN trot | 5.557|  3,334|............. 
1936 : BABB Us 5 Wi at ais ES asia 2 2, 892 | 2 10, 690 | 
Sn ay AED ERE TID t 8, 449 | M4, 024 29, 024 
|\——==—=——= SS ee = 
Annual average, 1085-36...... 2... 2-202 c 2 ee. | 7, 030 | 8, 790 | 20, 000 
{—-—— — —— —-}- S| ———— 
United States Sugar Act of 1937: | 
1937 _..- : suebeTeleuesaeer Deel Ts 53, 573 25, 905 | 89, 155 
DE Dink seocd ced bab TEAS wp hdd a tecaeiens DERN eS dou peada } 57,005 | 6, 165 | 75,114 
Beep SiC. ae we iewipalawee tenia thr nha eds ede | 38, 586 | 17, 920 62, 021 
REE eo chb cn cbaboueticcbdcdbusiuee 2 ea I pe he a 13, 250 3, 162 17, 336 
Pu heres DE i CUT 6 ches wana tralenabh tes Glauatarak aheatet 108, 808 | 71, 615 189, 934 
Annual average; TOBT-Ol. - 256.5. sek ds ses | * §4, 244 | 24, 953 86, 712 


| & 





e Figures for 1934 § are omitte a bec: vise ‘more tuan 93 percent of the sugar v was ; ente red during the ne first 5 5 
months of the yeas before quota legislation became effective.” U.S. Department of Agriculture Statistical 
Bull. No. 77, p. 3 

2 Charged ? aba ‘“‘unallotted reserve.” 

§ Quotas suspended on Sept. 11, 1939, until Dec. 31, 1939. 

Sources: 1935-39: Statistics on Receipts and Distrioution of Sugar in the United States, 1934-39. U. S- 
Department of Agriculture Statistical Bull. No. 77, p. 33. 1940-1941: U. S. Department of Agriculture: 
Entries of sugar from full-duty countries, 1937-49. 
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6. There can be no doubt that “Peru was the principal beneficiary of such 
readjustments (of the Philippine deficit). Peru’s initial quota of 6,000 short 
tous was increased to 57,000 tons in 1938.” (U. S. Tariff Commission, Digest 
of Trade Data, 1949, p. 33). Incidentally, the initial quota of the Dominican 
Republie was 3,534 tons; the final quota 6,165 tons. In that year the Dominican 
Republic’s quota was raised on June 9 to 10,845 tons, but was reduced on 
September 8 by 4,677 tons in accordance with section 204, (b) of the Sugar 
Act of 1987 which provides that, if in the Ist day of September in any calendar 
year a so-called full-duty country has not filled its quota in effect on July 1 
of any calendar year such deficiency may be prorated to other such full-duty 
countries which have tilled the quota by the Ist of September. The reason 
why the Dominican producers did not fill their quota in this particular year 
was directly connected with the peculiar price mechanism of the United States 
Market.’ When in 1941 United States imports from the Philippines were re- 
duced by the war, Peru’s shipments of quota sugar increased to 109,000 tons, 
equivalent to 30 percent of total Peruvian sugar exports. The Dominican 
shipments, however, rose to only 72,000 tons, equivalent to 17 percent of total 
Dominican sugar exports. By evaluating the above figures, it is important to 
remember that Peru shipped to the United States, according to the statistics 
published by the United States Department of Commerce in the 5 years pre- 
ceding United States quota legislation (1929633), on the average annually 
only 6,600 tons, representing 1.88 percent of Peru's total sugar exports. The 
Dominican Republic delivered according to the statistics of the United States 
customs receivership in the same five prequota years on the average 34,900 tons 
annually (including cane shipments) equal to 9.20 percent of Santo Domingo’s 
total sugar exports. 

7. The Dominican Government's opinion that no period within the lifetime 
of sugar-quota legislation can be considered as “representative” with regard to 
any tull-duty country, is based .urthermore on the fact that the most important 
factor determining the actual performances of each full-duty country under the 
various Sugar Acts was the size of the so-called “basic quota.” These basic 
quotas form the backbone of the whole United States system of sugar allotments. 
The basic quota assures each country of a predetermined participation in the 
marketings of sugar in the United States which foreign countries are permitted 
to supply. Furthermore, the size of the basic quota assigned to a full-duty 
country has been used as yardstick for the distribution among those countries 
of additional shares of participation in the United States market. It has been 
said, that “in effect, the sugar acts set up a series of unilateral commodity 
agreements; the various exporting areas (and exporting countries) to which the 
United States assigned quotas were not asked to agree to them in advance.” ° 
The full-duty countries had no access to the background material used for ar- 
riving at the basic quotas assigned to them. The figures which served as basis 
have not been published until this very day. In the Report on the Havana 
Charter, prepared at the request of the Committee on Ways and Means, House 
of Representatives, by the United States Tariff Commission in 1949, it is stated: 

“Members imposing quotas and import licenses must furnish other members 
with the relevant inforination about those systems” (p. 36). 

This is specified clearly in article XIII, paragraph 3 (a) of the General Agree- 
ment on Tariffs and Trade. Anyhow, the Dominican Government has come to 
the conclusion that the formula used by the United States authorities for com- 
puting unilaterally the “basic quota” turned out to be very unfavorable to the 


*Under the United States sugar-quota legislation the United States prices for sugar 
had risen in 1935, 1936, 1937 above the world market price by not only more than the 
amount of the preferential Cuban duty as usual, but even more than the full duty. (For 
details see appendix.) In 1938, however, this so-called “spread” between world market 
price in London and New York price had dropped continuously ; while in the first 3 months 
of 1938 the premium in New York above the quotation in London amounted to 1.05 cents 
per pound, it declined to 0.73 cent on the average in June, July, August of that year. 
This premium of 0.73 cent per pound was not enough to compensate mee Dominican 
exporter for the difference in tariff rates between Cuba and Dominican sugar, amounting 
to 0.975 cent per pound, which the Dominican would have had to pay out of his pocket 
in order to compete with the “duty paid’ price for Cuban sugar in New York, the standard 
United States price for imported sugar. In absolute figures the situation in June, July, 
August 1948 was like this: World market price, 1.13 cents; New York “duty paid” price, 
2.750 cents, i. e., ex full duty of 1.875 cents only 0.875 cent. By selling sugar in the United 
States instead of in London the Dominican exporter would have received 0.255 cent less 
than in London, i. e., he would have lost 22.5 percent of the London price. Hence, the 
Dominican suger producers financially weakened by the continuously low price at the 
world market, which contrary to the development in United States brought about by the 
quota system remained depresse d and which represents their only outlet for usually 98 
percent of their production could not use fully the additional allocations made to them 
by the United States Sugar Quota Administration. 


*C. Addison Hickman, Our Farm Program and Foreign Trade, published by Council on 
Foreign Relations, 1949, p. 59. 
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Dominican position, but rather propitious to other countries, as will be explained 
in the following paragraphs, 

8. The first sugar-quota legislation of 1934 (Jones-Costigan Act), an amend- 
ment to the Agricultural Adjustment Act, pertaining to sugar, established by law 
quotas only for United States continental beet and cane producers. The act 
gave the Secretary of Agriculture the power to fix quotas for offshore areas pro- 
viding only general rules for him to follow in determining said quotas. 

9. The quotas were to be based for any calendar year according to section 8 
(a) (A) (i) of the amended Agricultural Adjustment Act as follows: “on 
average quantities brought into or imported into continental U. S. for consump- 
tion or which was actually consumed therein, during such three years, respec- 
tively, in the years 1925 to 1983, inclusive, as the Secretary of Agriculture may, 
from time to time, determine to be the most representative respective three 
years.” : 

10. Accordingly, the Agricultural Adjustment Administration issued on June 
1, 1934, General Sugar Quota Regulations, series 1, establishing quotas for the 
offshore areas supplying the United States Market. 

11. The quotas for Puerto Rico, the Virgin Islands, the Philippines, and Cuba 
were determined by taking the average continental consumption of sugar from 
these areas during the years 1931-83 ; for Hawaii the basic years were selected as 
1930-19382. 

12. For the full-duty countries somewhat different years were selected as basis 
by the United States authorities, namely 1929, 1932, 1933. They were revised 
upwards in General Sugar Quota Regulations, series 2, revision 1, of August 
1938, changing the basic years to 1931, 1932, 1933. This revision which was made 
following the completion of a comprehensive investigation of sugar receipts 
from offshore areas, but without consultation of the full-duty countries, resulted 
in a slight increase of the “basic over-all quota,” as far as all ful®duty countries 
are concerned, These figures served as basis for the assignment of the over-all 
full-duty quota in the Sugar Acts of 1987 and 1948. 

13. On the basis of published statistics regarding “United States imports for 
conumption” as issued by “Foreign Commerce and Navigation of the United 
States” (see Statistics on Sugar, U. S. Tariff Commission, March 1940, p. 13), 
which became available only after the quotas were fixed, the figures of the full- 
duty countries might have needed another slight upward revision ; 


TABLE 2 


(Short tons, raw value] 


Statistics used in establishing over-all 


quota for full-duty countries Import statistics | 


| B. GSQR series 2, re- | A. Foreign 
vision 1, August 1933: | commerce 
Full-duty sugar and naviga- 
tion: United 
States im- 
ports of 
sugar from 


A. GSQR | 
series 1, June 
1934: United | 
States con- 
sumption of 
sugar from 


B. Foreign 
commerce 
and naviga- 
tion: Full- 
duty sugar 


J woe of Imports Exports full-duty imports 
‘ countries 
1929. i 17, 500 31,012 2, 925 28, 307 42, 468 
1932. - bad 1 . . 26, 500 20, 599 8, 392 22, 168 | 22, 168 
1933 . aaeeeer ‘ 8, 000 48, 280 7, 679 57, 186 57, 186 
Annual average __- ‘ 17, 333 33, 297 6, 322 33, 887 40, 607 


1U.S. Department of Commerce. 
2 See Senate hearings on 8. 2732, p. 11, February 1934. 


14. More important, however, from the point of the full-duty countries, is 
the question whether or not the practice of basing the full-duty countries’ quota 
on “net imports” instead of on “sugar receipts’ was mandatory by the wording 
in the Jones-Costigan Act. There is a strong presumption that the wording in 
section 8a (A) (i) had in view “imports for consumption including sugar 
intended for export with benefit of drawback” as reported by the United States 
Department of Commerce statistics under the heading “Imports for consump- 
tion.” This is even more probable as: 


$6197—51—-ser. j 13 
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“Prior to 1934, it had been unprofitable for Dominican producers” (and all 
other full-duty countries) “to sell sugar in the United States market, because 
of the preferential rate of duty accorded Cuban sugar. Consequently practically 
all of the shipments to the United States were for refining and export with 
benefit of drawback” (U. S. Tariff Commission, The Foreign Trade of Latin 
America, pt. IT, sec. 19, p. 42). 

Furthermore, it seems to be of some significance that the text of the Jones- 
Costigan Act does not mention “drawback sugar’ in the rules for establishing 
quotas, but only in the connection “that any imported sugar, with respect to 
which a drawback of duty is allowed, under the provisions of section 313 of the 
Tariff Act of 1930, shall not be charged against the quota established by the 
Secretary of Agriculture hereunder for the country from which such sugar was 
imported” (sec. 4 (A) (i) of the Jones-Costigan Act). If this interpretation 
were wrong, then it remains to be seen how any quota could have been assigned 
to full-duty countries. Incidentally, the quotas for 1951 originally recom- 
mended by President Roosevelt did not provide any quota for full-duty countries. 
(See John E. Dalton, Chief of the Sugar Section of the Agricultural Adjustment 
Administration, 1934-35 in his book Sugar, New York 1987, p. 123.) 

15. Regardless which basic years or which statistics are taken, the Dominican 
Government is inclined to believe that the over-all figure does not reflect the 
amount of sugar actually imported into the United States from full-duty coun- 
tries, because Dominican exports of sugar in form of cane have not been included 
in the United States statistics. These exports were as high as the total ship- 
ments of all full-duty countries combined. Hence, if these shipments would 
have been included in the over-all figure, not only the basic quota of all full-duty 
countries, but particularly the specific quota of the Dominican Republic within 
this group would have been considerably higher. 

16. The Dominican Republic situated next to Puerto Rico had shipped tradi- 
tionally part of its cane production to Puerto Rico to be processed there and 
exported to the United ‘States. This system was introduced by an American- 
owned sugar company possessing mills both in Santo Domingo and Puerto Rico, 
not only for the sake of employing unused milling capacities in Puerto Rico, but 
also in order to overleap the wall of United States tariff discrimination against 
Dominican sugar in favor of other Caribbean sugars.* These shipments ex- 
pressed in raw-sugar value amounted in the basic year selected by the Sugar 
Quota Administration to the following: 


TABLE 3.—Dominican cane shipments to Puerto Rico (in sugar value) 


{In short tons] 


_ 
Basic years I | Basic years IT 


1929. ae Eke ue Pr | 26, 624 | 26, 777 
1932... Pe RoR ES aih Stas ; ae | 25, 768 25, 768 
<< STUE uh ee 5 21, 238 21, 238 

Average - ee aaa 24, 543 24, 504 








Source: Compiled from U. 8. Customs receivership reports: Conversion factor 1,000 pounds of cane= 
100 pounds of raw sugar 96°. 


17. With the inauguration of the United States quota legislation, these ship- 
ments of Dominican cane to Puerto Rico were prohibited by the United States 
Sugar Administration.“ Puerto Rico received the quota corresponding to the 
sugar elaborated with Dominican cane and the Dominican Republic received 
no credit whatsover for the shipments. In this manner the Dominican Republic 
was twice penalized. First, it lost its outlet for part of its cane production which 
in those years had contributed between 8 and 10 percent to the total value of 
Dominican sugar exports. Second, by not receiving a compensation in form of 
a United States sugar quota the Dominican quota position within the ranks of 

full-duty countries was lowered. 

18. Since allocations of Philippine’s deficit, in favor of full-duty countries 
were prorated among such countries, on the basis of past performance in the 





%It is the same method which induced and still is inducing, for instance, United States 
automobile factories to export automobile parts which are subject to a lower duty than 
ears and to assemble them in assembly plants overseas to cars to be sold there at more 
competitive prices than would be possible by paying the higher duty on cars. 

4 Exports of refined sugar to Puerto Rico and Virgin Islands, which were an established 
business of the Dominican sugar industry as well, were likewise banned. 
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basic years as made up by the United States Sugar Quota Administration in its 
General Sugar Quota Regulations, Series 4, No. 1, the Dominican Republic was 
somewhat restrained in its possibilities to contribute to the United States sugar 
supply under the quota system. 

19. For, not only the system per se for the establishing of the full-duty coun- 
tries’ over-all quota but also the methods for the proration of said quota among 
full-duty countries worked unfortunately in such a way as to bring about a 
reduced Dominican quota in comparison with quotas of other full-duty countries. 
This result was certainly not foreseen at the time of inaugurating the practice. 

20. The quotas from off-shore areas, as may be recalled, were to be based on 
average importations for the 3 years during the period 1925-38 which are deemed 
to be the “most representative years” by the Secretary of Agriculture. Under 
this formula, there were 84 possible combinations of 3-year periods for each of 
the producing areas. For the full-duty countries as a whole the imports of the 
years 1931, 1932, and 1933 were used for arriving at the “over-all basic quota.” 
But for the proration of this over-all quota among the individual fuil-duty 
countries the share of each country in the total imports from full-duty countries 
in three other “representative” years (1926, 1929, 1930) was used in the final 
formula established by the Agricultural Adjustment Administration in 1935, a 
formula which still governed the proration under the Sugar Acts of 1937 and 
1948. This procedure boils practically down to the use of six “representative 
years” and was apparently adopted in order to arrive at some weighing of the 
proration figures which would bring about an adjustment of the shares of the 
different countries. 

But the disadvantage of this method is that, while it seeks to avoid disparities 
in one respect, it creates disproportions in other respects. Attention is directed 
to the following table: 

TaABLe 4.—Total full-duty imports of sugar 





In short tons} Percent 














A. Basic years for ‘‘over-all quota’: Average 1931, 1932, 1933._._.._...._____- : 1 33, 297 100 
B. Basic years for proration of over-all quota: Average 1926, 1929, 1930_.._____ 2 41, 653 125.1 








1 General Sugar Regulation, August 1935. : 
2 Compiled from Foreign Commerce and Navigation of the U. S. Department of Commerce; figures ac- 
tually used by U. 8S. Quota Administration not published. 


This table which intends only to convey the different trend of imports in the 
‘two sets of basic years, indicates clearly that the annual average imports of 
1926, 1929, 1930 used for the proration were considerably greater than the im- 
ports of 1931, 1932, 1933 used for establishing the over-all quota (not counting 
the Dominican cane shipments of annually 24,529 short tons raw value in 1931, 
1932, 1933 and 22, 542 short tons in 1926, 1929, 1930). 

21. The application of this method of operating with two different sets of 
“basic years” affected adversely the position of the Dominican Republic within 
the ranks of other full-duty suppliers of the United States market, while it im- 
proved decidedly the position of others. These effects are clearly illustrated by 
the following table: 

TABLE 5.—Comparison of imports from Dominican Republic and Peru in 8 

prequota periods 





| Dominican ship- 
Dominican Republic—Cane PPCETS M peTOHAS 


Io ric 
hipments of Peruvian 
abiaxtaeaes shipments— 


Peru! | Caneshipments 
uteandaise ame | with | wien 
ithou | ith out | it 





| | | 
| } 


} | | | 
Percent; Tons |Percent| Tons | Percent) Percent, Percent 





Annual average, 1931, 1932, 1933 | 
(years used for establishing over-all | Tons 











quota) __- me. i 10, 550 | 100 | 35, 144 | 100 | §,238 | 100 201. 41 670. 94 
Annual average, 1926, 1929, 1930 | | | | | | | 

(years used for prorationing over- | | | 

all quota among full-duty coun- | } | | | | 

eries)....-..-. 4,701 | 44.6 27, 542 78. 36 6,346 | 121.15 74.08 | 434.01 
Annual average, 1925-33 (basic | | | | | | | } 

period of Sugar Act legislation) -- 6,043 | 57.28 | 26,714 | 76.01 | 3,978 | 74.61 | 151.91 | 671.54 

1 Compiled from Foreign Commerce and Navigation, U. S. Department of Commerce. 


2 Compiled from U. 8. Custom receivership. 
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By this method the Dominican Republic shows in the proration period 26 percent 
lesser imports than Peru, while on the basis of the over-all quota period it 
comes out with twice the imports of Peru. If the Dominican cane shipments 
are accounted for, the Dominican figure is six times the Peruvian one for the 
years 1931-33 and still four times in 1926, 1929, 1930. 

22. Taking the same years as basis for the proration of the over-all quota, 
as for the calculation of the over-all quota itself, the outcome would be much 
more favorable to Santo Domingo as the above formula: 


TABLE 6.—Quota calculations 
CASE I. AVERAGE 1931, 1932, 1933 





Dominican cane shipments 





With | Without 
AE A Rees se A Se ad Ae 


Tons Percent! Tons Percent 


Over-all quota 





tit uaceig tei. edi: habe he Jaci bomesdtos 51,559} 100.0} 26,965 | 100.0 
Share of: | 
Peru_-- AA 3 ee eaters ane icant nial he et eg Hn 5, 328 10.2 | 5, 238 19.4 
Dominican Republic..._._______. [abe ee cease 35,144] 68.2! 10,550 39.1 





CASE II. AVERAGE 1926, 1929, 1930 

















Ones GOR. oo ae ieee eceniobaetntiapeiehas 64, 195 100.0 41, 633 100.0 
Share of: 
ae FTO, estbece otis bbe oth : 6, 346 9.9 6, 346 15.2 
RESTS ERLE ETRE EE 27, 243 42.4 | 4, 701 11.3 


| 
Source: Calculated on the basis of figures from Foreign Commerce and Navigation. 








In case I (uniform average 1931, 1932, 1933) the Dominican quota would 
have been without counting cane shipments 39.1 percent against 19.4 percent 
of Peru. Including the cane shipments, the Dominican quota would amount 
to 68.1 percent against 10.2 percent of Peru. In case II (uniform average 
1926, 1929, 1980) the Dominican quota without cane would be 11.3 percent, 
but with cane would amount to 43.2 percent, while Peru could claim 16.2 percent, 
respectively, 9.9 percent of the total quota for full-duty countries. 

23. But even according to the method of the United States quota Administra- 
tion operating with different basic years for calculating the over-all figures 
and the proration, the Dominican quota including the cane shipments would 
amount to 52.8 percent, while the Peruvian quota would drop to 12.3 percent. 

24. In order to sum up the position of the Dominican Government toward 
the question of fixing a new quota among full-duty countries for the Dominican 
Republic in the prospective Sugar Act: 

(a) No period within the lifetime of sugar quota legislation should be used 
as yardstick for assigning quotas. 

(b) Only pre-quota years are really “representative” within the meaning 
of GATT, although they must be adjusted to reflect the change in the com- 
petitive position between preferential and full-duty countries brought about 
by the reduced margin of preferences resulting from the trade agreements on 
Geneva and Torquay (see GATT, Interpretative Notes, and art. XITI, par. 4). 

(c) The quotas assigned to the Dominican Republic in previous Sugar Acts 
did not reflect the pre-quota performance of the Dominican Republic in general, 
and underrated the Dominican position with regard to those of other countries ; 
they should be reappraised in accordance with GATT, article XIII, paragraph 4, 
line 11-12. 

(d) The new quota for the Dominican Republic should reflect not only revised 
pre-quota years’ performances, but particularly the “special factors” as set forth 
in the Dominican memorandum of May 24, 1951. 

25. If in the prospective sugar legislation the system should be continued 
which takes past performances under the quota legislation as basis for assign- 
ing quotas, and if performances in the postwar years 1948, 1949 and 1950 should 
be taken as yardstick for the reason that they represent a most recent period, 
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the Dominican Government wishes, without prejudices to its previously stated 
position, to draw the attention of the United States Government to the follow- 
ing adverse effects for Dominican sugar which would result from such a pro- 
cedure : 

(a) The Dominican quota would be on the basis of the 1948-50 figures slightly 
reduced below the level of 1937-41 (27.42 percent against 28.28 percent), while 
the share of Mexico, Nicaragua, and El Salvador would be increased 744 percent 
above the period 1937-41. 


TABLE 7.—Basic share and participation of full-duty countries in the marketings 
of sugar in the United States of America. 1937-41 and 1948-50 


[In percent] 














| Marketing participation 
Country Basic share | ot ga 
| 1937-41 | 1948-50 
ae R SRR, LE AS Teens Es ee 
Dominican Republic Faces crisbertatws teailege Rg eu peamae’ } 
Peru__-- s ah ,antietinn - 
Subtotal meceeka 
Mexico 


Nicaragua - -- 

Salvador 
NN. os tthe, Stadia ab ahah ak pedal kentapiem eeaapeel 

Haiti-_-_. 

All others___._- 








(b) While Mexico, Nicaragua, and El Salvador had on account of the “Basic 
shares” assigned to them in 1935 a total quota of 49.02 percent, they failed to fill 
in 1937-41 not less than 93.6 percent of this quota; even in 1948-50 these coun- 
tries filled only 52.6 percent of their basic share. In contrast to this performance 
the Dominican Republic with a basic share of 13.39 percent filled in 1937-41 
not less than 214.9 percent and 204.8 percent in 1948-50. 

(c) Mexico, Nicaragua, and El Salvador have not asked specifically the 
United States of America for any increase in their sugar allotinents. 

(d@) Mexico, Nicaragua, and El Salvador are only marginal exporters of sugar, 
contrary to the situation in the Dominican Republic, where sugar export is the 
backbone of its whole economic life. 

26. Attention is invited eventually to the fact that the Dominican Republic 
has made essential contributions to the war-sugar program of the United States. 

Other countries of the full-duty group did not. 

While Mexico, Nicaragua, El Salvador, and Peru sold their sugar in the world 
market for the highest price without regard to the United States and the Allies’ 
arrangements, Santo Domingo shipped all her sugar to the Allies at contractual 
prices which were far below the free market prices. For her war contribution 
Cuba received in the Sugar Act of 1948 a higher quota; the Dominican Republic 
did not at that time, but is looking forward that in the prospective Sugar Act 
the Dominican past (and potential) war contribution will be considered in the 
proration of the quota for full-duty countries. 

The Dominican Government trusts that for all the above reasons, the allot- 
ment for Dominican sugar in the prospective Sugar Act wili be increased in line 
with the suggestions set forth herein which are made in the spirit of friendship 
and mutual understanding and in accordance with the close relations between 
the two countries. 
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The Cuatrman. I would like unanimous consent to insert in the 
record a statement by Mr. W. C. Hushing, chairman, national legis- 
lative committee, of the American Federation of Labor, and also a 
statement by the International Longshoremen’s and Warehouse- 
men’s Union. 


(The prepared statement of W. C. Hushing, chairman, national 
legislative committee, American Federation of Labor, and the state- 
ment of the International Longshoremen’s Union is as follows :) 


STATEMENT OF W, C. HUSHING, CHAIRMAN, NATIONAL LEGISLATIVE COMMITTEE, 
AMERICAN FEDERATION OF LABOR 


The principal interest of the American Federation of Labor in the amendments, 
as carried in H. R. 4521, to the 1948 Sugar Act is in the allocations to the sugar- 
producing countries. Our understanding is that, among other things, the bill 
now before the House Agriculture Committee allots an extra 170,000 tons of 
sugar to Puerto Rico. This extra allotment to be in the form of refined sugar. 

The sugar workers of the United States, as represented by the International 
Council of Sugar Workers and Allied Industries Unions and the international 
longshoremen’s organization oppose bringing in refined sugar as it will be detri- 
mental to the interest of the workers in the sugar refineries of the United States, 
and both of these organizations have employees in the sugar industry of the 
United States. In addition, of course, the longshoremen unload the sugar when 
it reaches the United States ports. 

The American Federation of Labor has been requested by both of these organ- 
izations to oppose bringing in the refined sugar, but to favor the additional 
170,000 tons of raw sugar being brought in from Puerto Rico. The action of the 
American Federation of Labor is set forth in Resolution No. 106 which follows 
and which was unanimously adopted by the 1949 convention: 


“RESOLUTION NO. 106—-BY DELEGATE NICHOLAS NOGUERAS RIVERA, 
PUERTO RICO FREE FEDERATION OF WORKINGMEN 


“(Resolution No. 106, p. 337, third day’s proceedings) 


“Your committee recommends that lines 3, 4, 5, and the first three words of 
line 6, be stricken out in paragraph 1 in the resolve. Thus amended the resolve 
will read as follows: 

“Resolved by the American Federation of Labor in convention assembled in 
the city of St. Paul, Minn.: 

“1. That in view of the prevailing economic conditions of the island of Puerto 
Rico it vigorously and earnestly urges from the United States Department of 
Agriculture and from the Marshall plan organization that steps be taken so 
that the American territory of Puerto Rico could find the way to sell its surplys 
production of sugar through the channels of said Marshall plan organization 
or through those that could be appropriately fixed by the United States Depart- 
ment of Agriculture. 

“2. That the executive council of the A. F. of L. be instructed to order a 
thorough study of the Sugar Act of 1948 in order to recommend to the United 
States Congress the corresponding amendment to said act to protect not only 
the domestic area of Puerto Rico but thousands and thousands of workers 
employed in the sugar industry in the United States. 

“Your committee further recommends that this resolution be adopted as 
amended, 

“Committee Secretary Soderstrom moved adoption of the committee’s re- 
port. 

“The motion was seconded and carried.” 

(The lines stricken from the original resolution would have permitted the 
shipment into the United States from Puerto Rico of refined sugar, so that 
the resolution as adopted provided only for the importation of raw sugar. The 
delegate from Puerto Rico, Brother Nicolas Nogueras Rivera, was present 
at the convention and interposed no objection to the change. ) 

The two organizations, both affiliated to the American Federation of Labor 
and the Sugar Workers of Puerto Rico, as represented by the Puerto Rico Free 
Federation of Labor, also affiliated to the American Federation of Labor, have 
been informed that all Cuban sugar interests are opposed to the allotment of 
the additional 170,000 tons to Puerto Rico. 
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Late in June the Cuban Embassy phoned our office and advised that repre- 
sentatives of the Sugar Workers of Cuba were enroute to the United States 
and requested that we meet with them. In accordance with this request we did 
so and found that the Sugar Workers of Cuba, as represented by the Federacion 
Nacional de Trabajadores Azucareros, were not opopsed to the increased allot- 
ment to Puerto Rico and that they were not responsible for the reports to the 
contrary which had been made to our organizations in the United States and 
Puerto Rico. 

When I met with these two gentlemen, Messrs. Felix D. Perez Gil and Rafael 
Gonzalez Vega, they gave me a statement of policy of their organization, which 
has a membership of 350,000 in Cuba, representing all workers in sugar, in- 
eluding all employed in the fields, the finished product and to the docks. I 
include a copy of their policy statement which was signed by them and which 
they wish to have made public in order to counteract the falsehoods circulated 
in regard to them in the United States and Puerto Rico: 


“STATEMENT ON POLICIES 


“Upon our arrival in Washington, D. C., where we came as representatives of 
the CTC and Federacion Nacional de Trabajadores Azucareros (Cuban Confed- 
eration of Workers, and National Federation of Sugar Workers) to be present 
at some of the hearings of the proposed act to replace the Sugar Act of 1948, 
and also to seek to secure the support and cooperation of the American worker 
toward the preservation and advancement of the working conditions and wages 
the Cuban worker has now through labor union work in the island; we have 
found that a campaign of misleading rumors and confusing news have been 
going on in the city, spread by political interests, alien to labor, seeking to 
jeopardize the preferential position that Cuba has, won through long self- 
sacrifice and cooperation with the United States, as sugar supplier of the 
American market. 

“Consequently, in behalf of the CTC and the National Federation of Sugar 
Workers, we wish to make the following statement: 

“1. We have come to the United States as representatives of Cuba’s labor 
unions, to seek the support and cooperation of American labor in our struggle 
for better standards of living. 

“2. We know that we cannot seek to have fair wages and decent standards 
of living, unless we seek first to devise the means to avoid, as in the past, that 
the supply and price of sugar to the American and world market be secured 
through unfair competition from areas where the industry supplies the least 
occupation, pays one-third or less of the minimum wages paid in Cuba, and 
where Labor does not exist or exists merely in printed stationery. 

“3. Cuba has now certain moral rights to a preferential consideration when it 
comes to allocating quotas for supplying sugar for the American market. 

“4. Cuba, with a population of 5,300,000 inhabitants, is the third largest buyer 
of American export products, a fact which is ascribable only— 

“(a) To the volume and value of Cuban sugar exports to the United States. 
(Statistics show that when volume and value of Cuban sugar exports to the 
United States shrink, as was the case with tariff protective measures, Cuban 
imports from the United States also shrink. 

“(b) To the high occupational rate the Cuban sugar industry provides. 
(Three 8-hour shifts are engaged at the mills during the harvest, which runs 
for an average period of 4 months. Some 450,000 workers are engaged during 
this period. A substantial percentage of this number are engaged the year 
round. ) 

“(c) To the fair wages earned by the sugar workers in Cuba. These wages 
are the highest paid anywhere excepting Hawaii, and perhaps Puerto Rico. 

“It is only natural, therefore, that the Cuban Government, the sugar mill 
owners, the cane planters, the CTC, and the National Federation of Sugar 
Workers, view with concern any contemplated measure threatening the Cuban 
status quo. The position of the CTC and our federation, in the case of the 
proposed act being drafted by the United States Congress to substitute the 
existing sugar act expiring December 31, 1952, is to seek full support and the 
cooperation of American Labor in our sruggle for better living standards. We 
have not sought to interfere in any way with the functioning of the United States 
bodies which are drafting the new law; we are not antagonizing with the proposed 
provisions for Puerto Rico or continental sugar producing areas; but as repre- 
sentatives of the workers of a country whose standards of living are threatened 
by political machinations alien to labor and to real American interests, and 
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detrimental to both the American and Cuban workers, we wish to call the 
attention of the American public, especially to American labor, to the unfair 
practices of certain foreign interests in the case at question. 
“RAFAEL GONZALEZ VEGA, 
Secretary of Foreign Relations, FNTA. 
“Fevix D, PEREz GIL, 
Assistant Secretary of Economics, FNTA. 
“WASHINGTON, D. C., July 2, 1951.” 


These gentlemen assured me that they had absolutely no desire to interfere 
in any way With the allotment of sugar to the United States or any of its posses- 
sions and said they felt that such stories were circulated by people outside of 
Cuba, the United States, or any of its possessions. 

For the first time to my knowledge the organizations in the United States, 
Puerto Rico, and Cuba are in agreement as to the allotment of sugar under our 
laws. The only difference being, as previously stated, that our United States 
refinery workers, as represented by President James of the International Council 
of Sugar Workers and Allied Industries Unions and the International Longshore- 
men’s Union, object to United States workmen not being permitted to refine the 
raw sugar and so contend that it should be brought in as raw sugar. 

I hope that this matter may be settled in accordance with the foregoing. 


STATEMENT OF THE INTERNATIONAL LONGSHOREMEN’S AND 
WAREHOUSEMEN’S UNION 


INTRODUCTION 


The International Longshoremen’s and Warehousemen’s Union is the collective- 
bargaining representative for some 20,000 sugar workers employed in the field 
and mill operations of the sugar industry in the Territory of Hawaii. All but 
a very small handful of all of the employees of the industry are members of 
the ILWU. 

This union negotiates collective-bargaining agreements on an industry-wide 
basis in Hawaii; the ILWU is by far the largest trade-union in the entire United 
States sugar industry. 

Before outlining the position of this union in regard to H. R, 4521 and S. 1964, 
which amend and extend the Sugar Act of 1948, we wish to make the record clear 
in respect to a statement made by Mr. Lawrence Myers, Director of the Sugar 
Branch of the Department of Agriculture, when testifying before this committee. 

Mr. Myers emphasized that in his view “the various interested groups (in the 
sugar industry) accept the proposed bill as a reasonable set of compromises.” 
His testimony reveals that when Mr. Myers speaks of “interested groups” he 
refers exclusively to the various employer groups of domestic and foreign pro- 
ducers, refiners, and industrial consumers. It was with these groups that he 
consulted in arriving at these so-called compromises. 

This union was never consulted about these or any other amendments to the 
Sugar Act of 1948. We were not invited to submit our ideas and our suggestions 
to the Department of Agriculture despite the fact that the Sugar Act of 1948 (and 
its predecessors as well) explicitly states that the object of this legislation is “to 
protect the welfare of the consumers of sugars and of those engaged in the 
domestic sugar-producing industry.” 

Twenty thousand members of this union in Hawaii are most definitely engaged 
in the domestic sugar-producing industry. And the impact of any sugar legisla- 
tion on the industry is of immediate and urgent concern to this union and to its 
members. 

Most specifically, the effect of the consumption determinations upon sugar 
prices, and the wage determinations by the Secretary of Agriculture both bring 
this legislation and its adminstration right to the heart of the collective-bar- 
gaining agreement which exists between the ILWU and the Hawaiian Sugar 
Planters Association. 

The current collective-bargaining agreement provides for a wage base of $0.80 
rer hour, which may be adjusted upward in accordance with a prescribed sliding 
scale based on the price of raw sugar on the New York market. This wage base 
of $0.80 per hour for the lowest labor grade under the existing classification 
system, or such higher rate as might result from the application of the wage- 
price formula, represents the effective minimum wage for all sugar workers 
in Hawaii. 
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Under the terms of the agreement the prevailing minimum rate for the month 
of July 1951 will be $0.84% per hour. 

We are therefore vitally concerned in sugar price movements and in the wage 
determinations made by the Secretary of Agriculture under the provisions of 
the Sugar Act of 1948. 

And we are equally concerned about legislation such as H. R. 4521 and S. 1694, 
which would extend, with but a few minor changes, the Sugar Act of 1948. 


PROPOSED AMENDMENTS 


It is no secret that the Sugar Act of 1948 was drawn up by the very same 
groups with whom Lawrence Myers consulted about the amendments embodied 
in H. R. 4521 and S. 1694—the cane and beet growers and the refiners. 

I can refer you to the statements made on the floor of the House by former 
Congressman John Flannagan of Virginia at the time of the enactment of the 
Sugar Act of 1948. As many members of this committee know, Congressman 
Flannagan served many years in the House and was at one time chairman of 
this committee. 

The Sugar Act of 1948, according to Congressman Flannagan, was written by 
Robert Shields, then Solicitor of the Department of Agriculture. Shields re- 
signed—before the bill passed—to become a vice president of the United States 
Beet Sugar Association at some $40,000 a year. (See CR, vol. 93, p. 8936.) 

The Sugar Act of 1948 was rushed through the House and Senate with a mini- 
mum of debate. It passed the Senate with only a voice vote. And Senator Ful- 
bright probably expressed the views of many af his colleagues when he admitted 
in October 1949: “I am frank to say I had not the slightest idea what the bill 
was or what it did.’ (See CR, vol. 95, p. 14481.) 

The ILWU recalls that the bill which the Department of Agriculture and the 
producers and refiners brought out of this committee in 1947 was stripped of the 
child-labor and minimum-wage provisions which had existed since 1934. Only 
by a great effort was the House able to amend the committee’s bill and restore 
these provisions. 

With this background of experience, we are not surprised to learn that an- 
other set of “discussions” arranged by the Department of Agriculture has pro- 
duced a bill which is now before this committee. 

Memories seem to be short. But let’s recall for the record that when the 
Sugar Act of 1987 was passed the industry was in a state of prostration. The 
world price was around a cent a pound. The Government stepped in to shore 
up the domestic situation with a control program of benefit payments, quotas, 
and other aids. This was to be a temporary program to meet the depressed 
sellers’ market. And it was imposed over the protests of the industry. 

What has happened since? The sugar industry has lived and grown fat under 
this cartel set up for 14 years. And they like it. In 1948 it was the industry, 
not the Government, which wrote the new act. And now we see this same per- 
formance repeated in 1951. 

But can anyone compare the economic situation in the sugar industry today 
with the conditions of 1987 which brought forth the legislation? 

Despite this, we are well aware that the political realities of the present 
legislative situation indicate the speedy adoption of H. R. 4521 and §S. 1694. 

In view of this, we urge most strongly that before the law is extended it be 
amended to strengthen the minimum-wage requirements provided for in section 
301 (ce) (1). 

We propose that a specific minimum be enacted by statute for all workers em- 
ployed in the domestic sugar industry. 

Our proposal is that the so-called “fair and reasonable wage rates” provided 
for in the act be amended to provide (1) a basic minimum wage of 75 cents 
per hour with area determinations by the Secretary of Agriculture operating 
above this floor, and (2) the extension of this condition as far as wage rates are 
concerned from the domestic producers to foreign producers as well by pro- 
hibiting the importing of any sugar into the United States which is produced 
by workers who are paid less than 75 cents per hour. 

Before discussing the purpose and effect of defining such a basic minimum 
wage in the Sugar Act we would like to review for this committee the whole 
background of concern for minimum wages in the sugar industry which has been 
displayed by Congress at every step in the history of sugar legislation. 

The prevailing opinions seems to be—and unfortunately the Department of 
Agriculture goes along with it—that the Sugar Act is exclusively for the benefit 
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and the interest of the sugar producers. It is not. And it was never intended 
to be. The legislative history going back to 1984 makes this abundantly clear. 


EARLY BACKGROUND 


This statute, Public Law 388, Kightieth Congress (Sugar Act of 1948), is one 
of only six laws ever enacted by the Congress providing for the establishment 
of wage rates in private industry. Four of these laws are still in effect: The 
Public Contracts Act of 1936, the Merchant Marine Act of 1936, the Fair Labor 
Standards Act of 1938, and the present Sugar Act, which is, as the committee is 
well aware, the successor to the Sugar Act of 1987. 

In 1933, during the discussion of the NRA Code for the sugar-beet industry, 
a special committee was set up by President Roosevelt to study labor conditions 
in this industry. It was as a result of the investigations of this committee 
that the Jones-Costigan Act of 1934 provided child-labor and minimum-wage 
standards in the sugar industry. 

In a message to Congress on March 1, 1937, recommending new sugar legisla- 
tion to replace the Jones-Costigan Act which had been declared unconstitutional 
by the Supreme Court in January 1936, President Roosevelt had this to say 
about the inclusion of labor provisions in the new legislation : 

“It is also highly desirable to continue the policy which was inherent in the 
Jones-Costigan Act, of effectuating the principle that an industry which desires 
the protection afforded by a quota system, or a tariff, should be expected to 
guarantee that it will be a good employer. I recommend, therefore, that the 
prevention of child labor, and the payment of wages of not less than minimum 
standards, be included among the conditions for receiving a Federal payment.” 

Under the Sugar Act of 1937 the establishment of minimum wages by the 
Secretary of Agriculture, which could be done only at the request of the in- 
terested parties under the earlier Jones-Costigan Act, became mandatory. 

These wage determinations continued to be mandatory under the Sugar Act 
of 1948; and the payment of minimum wages is, along with certain other con- 
ditions, a prerequisite for receiving benefit payments under the act. 

We have had, therefore, through the history of sugar legislation going back 
at least 17 years, an explicit recognition of the fact that the sugar workers are 


entitled to share in the benefits provided by the Federal farm programs, and by 
the protective-tariff and subsidy measures adopted by the Congress. 

Unfortunately, the administration of the minimum-wage provisions by the 
Department of Agriculture has not been directed at realizing the expressed 
intent of Congress. 


INADEQUACY OF WAGE DETERMINATIONS 


Section 301(¢c) (1) of the Sugar Act of 1948 provides that all persons employed 
in the production, cultivation, or harvesting of sugar beets or sugar cane shall 
be paid wages at rates not less than those determined by the Secretary of 
Agriculture to be “fair and reasonable.” 

The term “fair and reasonable” as it was interpreted by the Secretary of 
Agriculture under the Jones-Costigan Act and the Sugar Act of 1937 was pri- 
marily in terms of allocating to wages the customary “share” or percentage of 
the gross returns per acre or per ton of beets or cane. 

Such so-called minimum-wage determinations are in sharp contrast with the 
usual methods for determining minimum wages in industry generally; in such 
other employements certain minimum standards, determined independently of 
gross returns or other criteria of the ecenomic status of the employers, are the 
basic considerations. Minimum wages are, of course, customarily related to 
the cost of living or minimum living standards, and not to the returns of the 
employer. 

It is not surprising to learn, therefore, that the result of this method of 
determining “fair and reasonable” wages was to force sugar workers’ wages to 
lag in the upward movement of wage rates for all farm workers. 

For example, from 1939 to 1945, under the wage determinations of the Secre- 
tary of Agriculture, hourly rates in the sugar-beet industry in Washington and 
California increased 39 percent for thinning, 46 percent for harvesting, and 60 
percent for hoeing. Composite farm rates rose 215 percent in Washington and 
179 percent in California over the same period (Source: Wartime Wages, Inceme, 
and Wage Regulations in Agriculture, Bulletin No. 883, United States Depart- 
ment of Labor, Aug. 29, 1946). 
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This was the result of the determinations under the 1937 act. The more 
recent minimum-wage policies under the 1948 act have been no improvement. 

For what has happened, as the repeated wage determinations by the Secretary 
of Agriculture show, is that “fair and reasonable” has come to mean the “agreed 
upon wage.” In short, whatever the sugar workers have been able to negotiate 
through their own strength, whether these be wages which are high or low, 
adequate or inadequate, has been subsequently stamped “fair and reasonable” 
by the Secretary of Agriculture. 

This can hardly be considered a satisfactory compliance with the law by the 
Secretary of Agriculture. 

We insist rather that such determinations are directly contrary to the pur- 
pose and the intent of both the Sugar Act of 1937 and the Sugar Act of 1948, 
and we have repeatedly so stated to the junketing representatives of the Depart- 
ment of Agriculture in the course of the farce hearings through which they 
go each year in Hawaii. 

It is not surprising that the sugar workers of Hawaii took matters into their 
own hands and formed a union through which they could improve their wages, 
for the determinations by the Secretary of Agriculture have been at precisely 
the lowest level the employers could impose on the sugar workers. 

We have had the Secretary of Agriculture determine in 1945 that 25 and 20 
cents per hour were “fair and reasonable” in Hawaii; and this is the same year 
when a Territorial Wage and Hour Act was passed establishing a 40-cent mini- 
inum, 70 percent above the determination. 

In the 1946 determination the actual collective-bargaining contract rates were 
specified—and even to including the differential then prevailing between the 
Island of Hawaii and the rest of the Territory. So, we had the absurdity of a 
determination that a “fair and reasonable” rate on the Big Island of Hawaii 
was 41 cents an hour, while workers doing the same work, in the same producing 
area, for the same employers on the other islands were found to need 43% 
cents an hour to meet the requirements of the law. 

At the same time, as this committee is well aware, as the Secretary of Agri- 
culture has been determining that a ‘“‘fair and reasonable” rate was 70 cents or 
75 cents an hour in Hawaii, he has been making findings that ranged from 
25 cents in the Virgin Islands, 29 cents in Puerto Rico, 32 cents in Louisiana, 
and 60 cents in California. 

Such a situation is an absurdity on the face of it. Would such a situation 


be tolerated for one moment in, say, the textile industry or in manufacturing 
generally? 


NATIONAL HEARINGS 


We have been urging the Department of Agriculture since 1947 to convene a 
national hearing in Washington for the purpose of receiving evidence and 
hearing testimony on the industry-wide problems which uniformly affect all 
producing areas. The Secretary of Agriculture has the authority to call such 
a hearing under section 409 of the act. 

It was our hope to present our views on a basic minimum wage for the entire 
sugar industry at such a hearing. Unfortunately, the Secretary has never 
seen fit to accede to our request to convene such a meeting. 

We are therefore using the occasion of this hearing to urge that in extending 
the Sugar Act it be amended to provide for a basic minimum wage of 75 cents 
an hour. 


BASIC MINIMUM WAGE 


The Ninth Biennial Convention of the ILWU, held in Honolulu from April 2 
to April 6, 1951, unanimously adopted a statement of policy on this problem of 
sugar wages which sums up the union’s position. This statement is as follows: 

“Recent drastic breaks in the price of raw sugar on the New York market, 
termed by industry leaders as the worst in more than 20 years, again sharply 
eall attention to and demonstrate the failure of the administration’s sugar pro- 
gram to protect the interests of workers and investors in the domestic sugar 
industry. 

“These price breaks are further and conclusive proof that the quota system 
and tariff barriers alone cannot stabilize the industry. 

“Under the administration’s sugar pregram the living standards of sugar 
workers are seriously affected by conditions in foreign countries by the acts of 
speculators and profit-hungry commercial sugar users. 
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“The only sound way through which the sugar economy can be Stabilized to 
bring security and higher living standards to sugar workers, both domestic and 
foreign, and fair profits to investors is to require that all sugar consumed in 
the United States of America must be produced by workers—domestic and for- 
eign—enjoying fair and reasonable wage rates. Even foreign areas Such as 
Cuba have a guaranteed American market and should be compelled to pay fair 
wages. 

“The ILWU, in consuliation with the sugar workers of Mexico, Puerto Rico, 
and Cuba, more than 4 years ago proposed that workers producing sugar for 
consumption in the United States be paid a minimum of not less than $5 per day. 
Repeatedly since then, we have called upon the United States Department of 
Agriculture to exercise the authority it possesses under the Sugar Act to fix such 
a minimum daily wage as a condition under which sugar admitted to the United 
States must be produced. 

“The United States Department of Agriculture has failed to act on our sound 
proposal which would stabilize the sugar industry and to protect the workers 
who produce sugar. 

“Privately, for apparently they fear being caught in the same bed With us 
publicly, leaders on the Hawaiian sugar industry agree that our proposal is a 
sound one which would benefit sugar workers, sugar investors, and the entire 
economy of Hawaii. 

“We declare again our determination to fight for a minimum fair and reason- 
able wage rate which must be paid to all workers in all sugar-producing areas, 
domestic and foreign, which supply the consumers of the United States. 

“We again call upon the United States Department of Agriculture to adopt one 
proposals for the stabilization of the sugar industry and for the security of 
sugar workers. 

“We ask Congress to adopt an amendment to the Sugar Act of 1948 which 
would prohibit the consumption of any sugar in the United States which is 
produced by workers who are paid less than 75 cents per hour. 

“We request our Delegate to Congress to work for such an amendment. 

“We call upon the sugar companies of Hawaii to join with us in requesting 
the Department of Agriculture to adopt our proposals and to petition the Con- 
gress for an amendment to the Sugar Act requiring a 75-cents per-hour minimum 

yage in all sugar areas producing for consumption in the United States. 

“Seventy-five cents per hour is the minimum wage established by Congress 
under the Fair Labor Standards Act. That minimum should justifiably apply 
to the production of sugar in foreign areas for sale in a guaranteed United 
States market. Areas with natural production advantages or areas with high 
productivity, such as Hawaii, should have higher minima, of course. 

“We ask other groups, organizations, and individuals to join with us in 
petitioning the Department of Agriculture and the Congress for the adoption 
of our proposals to stabilize the sugar industry.” 

Mr. Lawrence Myers, in that section of his statement submitted to this com- 
mittee entitled ‘The Background and Operations of the Sugar Acts,” described 
the free market for sugar in the following words: 

“As outlets for free-market sugar are reduced, the position of the free-market 
exporters becomes increasingly unstable. Fluctuations in output or in importers’ 
requirements, even though small compared with total world production, may be 
large in comparison with the amount of sugar which can be sold on the free 
market. Since most nonexporting countries look to the free market to meet 
the residual of their requirements not filled by producers within their own pro- 
tective systems, it is the free market which feels most of the incidence of the 
world’s fluctuations in production and requirements. As the free market shrinks, 
these fluctuations have a progressively greater impact on prices. Since the 
United States imports a substantial share of its sugar requirements from Cuba 
(which is also the largest exporter to the free market), United States producers 
and consumers cannot be wholly insulated from extreme price changes on the 
free market.” 

It is to begin to narrow these very price fluctuations that the union proposes 
the establishment of the basic minimum wage and its extension to foreign 
producing areas as a condition for the exporting of their sugar to the United 
States. 

Such a minimum would, once and for all, place a real floor in the sugar 


industry, and this would be to the advantage of sugar workers, investors, and 
consumers alike. 
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There is no question that one of the most important variables in the compar- 
ative cost structures of the areas producing for the American market has been, 
and still is, wage costs and labor productivity. 

It is clear that disastrous price fluctuations have historically been made 
possible by the ability of certain producing areas to reduce labor costs at will 
and then to slash prices. The real subsidy which has permitted such disturb- 
ances to develop has been extracted from the sugar workers. 

It is our conviction that the establishment of a 75-cents-per-hour minimum 
in the United States and its extension to those areas which wish to sell here 
will bring about a stability in the sugar market which has never existed before. 

Why should sugar competitions be based on wage-cutting ? 


REALISTIC WAGE DETERMINATIONS 


Congressman Reid F. Murray, (Republican, of Wisconsin), who was largely 
instrumental in restoring the child-labor and minimum-wage provisions into the 
1948 act over the opposition of the sugar lobby, has been most forthright in 
demanding a statutory minimum wage in the industry. 

Congresman Murray said on the floor of the House: 

“* * * JT would like to have the CIO tell us why the present administration 
does not provide an acceptable wage for farm labor when the present law 
already provides for it under the Sugar Act. 

“Why does the present administration boast of their interest in a more satis- 
factory minimum wage when it provides a 25-cents-per-hour wage in the Virgin 
Islands, 29 cents per hour in Puerto Rico, and 32 cents per hour in Louisiana? 

“Does not and would not the sugar taste just as sweet with a minimum wage of 
60 to 65 cents per hour, as in Colorado and California? Or 72 to 78 cents in 
Hawaii as it does in the 25- to 32-cents-per-hour regions provided by the pres- 
ent administration?” 

And further, “The present administration’s farm program is a landowner’s 
program and a speculator’s program instead of a farmer’s program. It will not 
even provide a satisfactory minimum wage when it has the law to do so.” 
(Source: C. R., vol. 95, p. A6300.) 

We agree wholeheartedly with these comments by Congressman Murray, him- 
self a former professor in a college of agriculture, a county agent, an agricul- 
tural agent, and a practical farmer. 

Is there any justification for a policy under which a Cabinet officer, em- 
powered by law, fixes minimum wages in the sugar industry at levels of 25 
cents or 29 cents or 60 cents or 75 cents an hour? 


CONCLUSION 


The farmers and the sugar workers would be the first and immediate bene- 
ficiaries of a 75-cent minimum. But almost as directly to be benefited would 
be the investors in the sugar industry, who, for the first time, would find a factor 
of stability in what has become an industry notorious for the widest kind of 
price fluctuations. 

These price changes are of benefit only to the speculators and gamblers on the 
sugar exchange. They have never helped the people who live by the sugar indus- 
try or even those who consume sugar in the United States. 

We urge most strongly therefore that this committee amend the Sugar Act in 
the two respects already indicated : 

(1) Establish a minimum wage of 75 cents an hour as a basic minimum to be 
paid as a condition of receiving benefit payments. 

(2) Declare no foreign sugar eligible for importation into the United States 
unless grown, produced, and processed at a wage scale with a 75-cents-per-hour 
minimum. 


The Cuamman. We will now hear from Mr. James A. King, tech- 
nical service manager of the American Molasses Co. 
We shall be very glad to hear from you at this time, Mr. King. 


STATEMENT OF JAMES A. KING, TECHNICAL SERVICE MANAGER, 
AMERICAN MOLASSES CO. 


Mr. Kine. Mr. Chairman and gentlemen of the committee, my 
name is James A. King, manager of the service department of the 
American Molasses Co. For the past 30 years I have been contacting 
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food processors, cooperating with the production departments of the 
baking and candy industries and other producers of food products 
using food sweeteners in general including molasses. 

My duties include the creation and development of new or different 
combinations of numerous ingredients that enter into the making of 
biscuits, bread, soft cakes, icings, cookies, fruitcake, gingerbread, 
baked beans, popped corn candies, molasses taffy, nougats, molasses 
chewing kisses, molasses candy chips, hard candies, cocoanut candies, 
butterscotch and other candies in which molasses is used as a basic 
flavoring ingredient. 

Due to the inimitable flavor of molasses and the reactions which 
occur during baking and cooking operations employed in the produc- 
tion of baked products and candies, it is not possible to duplicate the 
characteristic flavor imparted by molasses when using brown or other 
products of the sugarcane. 

The addition of molasses to baked products, icings, candies and 
other food products produces a distinctive flavor, color, texture and 
consistency that is different from that resulting from the addition of 
other products of the sugarcane. Due to the presence of the natural 
flavor-bearing substances contained in molasses, including the pres- 
ence of the three different sugars which constitute the sweetening 
element of molasses, the baking and candy industries have over many 
years produced a distinct line or division of baked products and 
specialty candies that are traditionally known by the trade and are 
recognized and accepted by the consuming public as molasses candies, 
molasses cakes, and molasses cookies. The three different sugars con- 
tained in molasses are sucrose, dextrose, and levulose, of which the 
levulose predominantly aids in retaining the moisture and retards 
crystallization of sucrose, thereby checking drying and staling of the 
food products in which the molasses is used. Edible molasses which 
contains a natural antioxidant also has the property of retarding 
rancidity of shortening or fats as used in many baked products, 
vandies, and other foods. As a result, food products containing fats 
to which molasses has been added are less liable to become rancid than 
food products made with brown sugar and other products of the 
sugarcane. I am convinced that because of the popularity of molasses- 
flavored food products, all of which also use sugar, that more sugar 
is consumed by the public, and that the American Molasses Co. is 
adding to the consumption of sugar rather than decreasing its use, 
and the amendment of the Sugar Act to assure the continued supply 
of edible molasses will insure further the increased consumption of 
sugar. 

Mr. Chairman, I have here a number of letters from the major pro- 
ducers of biscuits, breads, cakes, and candies, most of which have 
been purchasing and using molasses for some 25 to 75 years. With your 
permission I would like to read several of these letters which are re- 
presentative of the lot and I offer all of them for the record. 

This letter is from the National Biscuit Co. and is dated July 3, 
1951. All of these letters, by the way, are addressed to the American 
Molasses Co, This letter reads as follows: 

For more than 50 years we have been bakers of biscuits, crackers, and cookies, 
and during all that time we used refined sugar, brown sugar, and high-grade 
molasses. 

We use molasses in certain varieties, particularly for the flavor it imparts to 
our products. The flavor of molasses cannot be obtained by using refined sugar 
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or brown sugar. In other words, where our formula calls for molasses, only 
molasses can be used. There is no competition with sugar, nor can sugar be 
substituted for molasses. Both sugar and molasses are necessary for our 
use, and we cannot do without either. 


This letter is from the Fair Play Caramels, Inc. of Johnson City, 
N. Y., and is dated July'9, 1951: 


As you know, we manufacture quality penny goods exclusively, and have done 
so for many years past. As a matter of fact, this is the thirtieth anniversary 
of this company’s entrance into the candy business during which time, we have 
featured molasses pieces. 

Right at the present time, though I have not the statistics before me to prove 
it, I believe our molasses and peanut-butter Kit is the largest individually 
selling penny piece of candy on the market. 

During the war, when materials of various kinds were at a premium, we did 
a great deal of experimenting with our formula. Corn sirup was hard to get, 
and because of the help shortage, we had an ample supply of sugar. We tried 
to reduce the quantity in corn sirup and supplement the sugar content both with 
regular granulated and with brown sugar. We had a so-called candy expert spend 
two or three days with us after our experiments failed to develop a satisfactory 
substitute to our time-honored formula, but it was all to no avail. 

We are convinced that there is no substitute for molasses. Therefore, we 
cannot see any basis to the contention that molasses competes with brown 
sugar. In my book, it’s a horse of a different garage. 


This is a letter from Hanscom’s of Philadelphia, Pa., dated July 
5, 1951, and reads as follows: 


As producers of a wide variety of baked products and candies for over 75 
years, we have used every kind of sugar refined or not refined including molasses. 

In our opinion we have found no other sugar products that replaces molasses 
from an angle of taste and flavor. Consequently we use molasses in all of our 
products where we want a characteristic molasses flavor. As we know that 
brown sugar and other semirefined or soft sugars do not give us the typical 
molasses flavor. 

We know that brown sugars may cost less than molasses but nevertheless we 
prefer to use molasses instead of substituting some other sugar products. 


Here is a letter from Hardie Bros. Co. of Pittsburgh, Pa., dated 
July 5, 1951, and reads as follows: 


We have been manufacturing many kinds of candies for over 40 years, and 
in making our products we, of course, have used many types of sugar including 
brown sugar, refined sugar, washed sugar, and molasses. We use molasses be- 
cause it gives our candy molasses flavor, as we have found we cannot duplicate 
the flavor of molasses by using brown sugar or other sugarcane product. In 
other words, when we make molasses candies we use molasses and label them 
as such. 

Despite the fact that the molasses may cost us more than either brown sugar 
or other dark-sugar products, we prefer to use molasses because it gives us 
molasses flavor. 


Here is a letter from Burnham & Morrill Co., Portland, Maine, 
dated July 3, 1951, which reads as follows: 


Referring to our telephone conversation yesterday, this is to advise you that 
in connection with the food products that we manufacture, molasses is used 
for its flavor and in no instance is it used as a sweetener in competition with 
sugar. 

If there is anything further that we can do in connection with this matter 
such as addressing a letter to our Congressmen or Senators, we will be very 
glad to cooperate. 


Here is a letter from the D. L. Clark Co., Pittsburgh, Pa., dated 
July 6, 1951, as follows: 


We have been manufacturing candy for more than 65 years, and during that 
time have used large quantities of molasses as well as brown, white, and other 
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types of sugar. Although there have been times when it would have been eco- 
nomical for us to substitute brown sugar for molasses, we have never done so, 
for we feel that we would thereby lose that distinctive molasses flavor which 
identifies many of our nationally distributed products. 


Here is a letter from General Mills, Inc., Minneapolis, Minn., dated 
July 5, 1951: 


In answer to your inquiry relative to our use of molasses and the possibilities 
of substituting other sugar products for the type of molasses we are using, we 
wish to say that both sugar, as granulated sugar, and molasses are necessary 
ingredients in our Gingercake Mix. The flavor of molasses cannot be obtained 
from other sugar products such as granulated or brown sugar and the use of 
these two sugar products in our Gingercake is essential. 

It may be of interest to your company that when our Gingercake was formu- 
lated, we tried a good many different sugar products until we settled on the 
type of molasses we are using at the present time. We do not feel that molasses 
is competitive with either granulated or brown sugar as each has its particular 
merits. 


The CHairman. May I interrupt you to say that we have only a very 
few minutes left. 1 think that most of the members of the committee 
have copies of the letters that you have and we have looked over the 
letters. You may file them for the record and they will be included 
in your testimony. 

Mr. Kine. Thank you very much. 

(The photostated letters are as follows :) 


Fair Pray CARAMELS, INC., 
Johnson City, N. Y., July 9, 1951. 
Mr. JAMES A. KIN@, 
President, American Molasses Co., 
New York, N. Y¥. 

Dear Mr. Kina: As you know, we manufacture quality penny goods exclusively, 
and have done so for many years past. As a matter of fact, this is the thirtieth 
anniversary of this company’s entrance into the candy business during which 
time, we have featured molasses pieces. 

Right at the present time, though I have not the statistics before me to prove 
it, I believe our molasses and peanut butter Kit is the largest individually selling 
penny piece of candy on the market. 

During the war, when materials of various kinds were at a premium, we did 
a great deal of experimenting with our formula. Corn sirup was hard to get, 
and because of the help shortage, we had an ample supply of sugar. We tried 
to reduce the quantity in corn sirup and supplement the sugar content both with 
regular granulated and with brown sugar. We had a so-called candy expert 
spend 2 or 3 days with us after our experiments failed to develop a satisfactory 
substitute to our time-honored formula, but it was all to no avail. 

We are convinced that there is no substitute for molasses. Therefore, we 
cannot see any basis to the contention that molasses competes with brown 
sugar. In my book, it’s a horse of a different garage. 

Yours very truly, 
Farr Pray CARAMELS, INC., 
DonaLp F. Crane, General Manager. 


CONTINENTAL BAKING Co., INC., 
New York, N. Y., July 6, 1951. 
AMERICAN MOLASSES CoO., 
New York, N.Y. 

Dear StrS8: For many years in the production of dark breads—particularly 
whole wheat, mixed white, and whole wheat and rye breads—we have used molas- 
ses, and sirups made therefrom. Our purpose for using these products— 
particularly molasses—is to impart the characteristic molasses flavor that can- 
not be secured with other sugary products. 
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Other purposes which we have in mind in using molasses in these baked 
goods is to add color and to improve keeping quality so as to prevent rapid 
drying out of the baked goods. No doubt this latter desirable characteristic 
of molasses is due to its relatively high invert sugar content. 

As you well know, we are quite particular about the specifications for 
molasses and sirup products and I call to your mind our recent discussions 
and correspondence on this subject. We, therefore, urge you to do your ut- 
most to maintain the highest quality in the products which you supply us and 
we hope that market conditions will continue on such a basis as will permit 
you to select the proper raw materials for the preparation of the same high 
quality molasses and sirups that you have delivered to us in the past. 

Very truly yours, 
G. C. Rosrnson, 
Vice President, Continental Baking Co. 





Warp BAKING Co., 
New York, N. Y., July 5, 1951, 
AMERICAN MOLASSES Co., 
New Y°rk City: 

GENTLEMEN: As bakers of bread and cake, we have been using refined sugar, 
brown sugar, and molasses during our period of operation. 

When using molasses, it is done solely for the purpose of flavoring in the 
product inasmuch as this characteristic cannot be obtained by using any of the 
other sugars, such as refined or brown or any of the other sugar products, 

Yours very truly, 
Warp BAKING Co., 
F. E. KLEINMANN, 
Purchasing Agent. 


HANSCOM’S, 
Philadelphia, Pa., July 5, 1951. 
AMERICAN MOLASSES Co., 
New York, N. Y. 

GENTLEMEN: As producers of a wide variety of baked products and candies 
for over 75 years, we have used every kind of sugar refined or not refined, 
including molasses. 

In our opinion we have found no other sugar products that replaces molasses 
from an angle of taste and flavor. Consequently we use molasses in all of our 
products where we want a characteristic molasses flavor, as we know that 
brown sugar and other semirefined or soft sugars do not give us the typical 
molasses flavor. 

We know that brown sugars may cost less than molasses but, nevertheless, we 
prefer to use molasses instead of substituting some other sugar products. 

Very truly yours, 
Hanscom Bros., Inc., 
By BEATRICE SIMMONS 
(For R. M. Hanscom). 


I. RoKEACH & Sons, INnc., 
New York, N. Y., July 3, 1951. 
AMERICAN MOLASSES Co., 
New York, N. Y. 

GENTLEMEN: We have been manufacturers of food products for the past 50 
years and use, in certain of our products, sugar and molasses. 

We use molasses for its characteristic texture and consistency and particularly 
for the flavor which it imparts to the product. These characteristics cannot 
be obtained by using sugar. For those products for which we desire a molasses 
characteristic, only molasses can be used. 

There is neither competition nor substitution between sugar and molasses. 
Each has its place and we require both. 

Very truly yours, 


Leo RoKEAcH, Treasurer. 








yh 


—a a Op he 








So | to = ae 


= OF om 6 


‘Sv ‘4S 












EXTENSION OF SUGAR ACT OF 1948 205 


PEPPERIDGE Farm, INC., 
Norwalk, Conn., July 3, 1951. 
AmeERICAN MoLasssEs Co., 
New York, N. ¥. 
(Attention: Mr. McGee.) 

GENTLEMEN: I should like to explain to you exactly why we use the unsulfured 
molasses which you supply us in our whole-wheat bread. 

First, the nutritional value of molasses, as opposed to that of refined sugar, 
is such that this fact alone makes it imperative for us to use the molasses. The 
high mineral content of the molasses which you furnish supplies essential mineral 
salts and nonsugar compounds. We feel, therefore, that the ash content of the 
molasses (which supplies calcium, potassium, magnesium, and sodium com- 
bined as phosphates, sulfates, and chlorides) makes the molasses much more 
desirable as an ingredient in our natural 100-percent whole-wheat bread than 
refined sugar could possibly be. 

Furthermore, the flavor which the molasses imparts to our whole-wheat bread 
is most esSential for us to be able to achieve the proper flavor of this product. 
Obviously, in this case, a refined sugar would again not fill the bill. 

I hope that from the above you will see that molasses is an essential ingredient 
of our product. We most certainly are not using molasses in our product as a 
cheap substitute for refined sugar. Rather, we would feel that a refined sugar 
would be a poor substitute at best for the unsulfured molasses which we now use. 

Sincerely, 
Henry A. Rupxrin, Jr. 


WESTON Biscuit Co., 
Passaic, N. J., July 3, 1951. 
The AMERICAN MOLASSES Co., 
New York, N. Y. 
(Attention: Mr. Williams.) 


GENTLEMEN: With reference to our telephone conversation of this morning, 
this is to advise we have been bakers of sweet biscuits for the past 25 years 
and have been using refined sugar, brown sugar, and molasses during all of that 
time. 

We use molasses for the characteristic texture, consistency, and especially 
flavor which it imparts to the products in which it is used. These characteristics 
cannot be obtained by using refined sugar or brown sugar or any other sugar 
products. For these products for which we desire the characteristics given by 
molasses, only molasses can be used. There is no competition or substitution 
between sugar and molasses. Each has its place in the bakery and we cannot do 
without either. 

Yours very truly, 
J. O'HARA, Purchasing Agent. 


BuRNHAM & MorBILL Co., 
Portland, Maine, July 3, 1951. 
Mr. F. H. KNOWLTON, 
General Manager, Boston Molasses Co., 
Boston, Mass. 

DeEAaR Mr. KNOWLTON: Referring to our telephone conversation yesterday, this 
is to advise you that in connection with the food products that we manufacture, 
molasses is used for its flavor and in no instance is it used as a sweetener in 
competition with sugar. 

If there is anything further that we can do in connection with this matter, 
such as addressing a letter to our Congressmen or Senators, we will be very glad 
to cooperate. 

Very truly yours, 
Gro. H. THAYER, Purchasing Agent. 
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SALERNO-MEGOWEN Biscutr Co. 
Chicago, Iil., July 5, 1951. 
AMERICAN MOLASSES Co., 
New York, N. Y. 

GENTLEMEN : Regarding your recent inquiry on molasses, please be advised of 
the following: 

Molasses is very essential in our business, particularly for flavoring, and 
eannot be replaced by any other product. Sugars and molasses are two of the 
most important ingredients used in the manufacture of our cookies. 

Very truly yours, 
C. R. Byrne, Purchasing Agent. 


Quality BAKERS OF AMERICA, 
New York, N.Y., July 5, 19517. 
AMERICAN MOLASSES Co., 
New York, N. Y. 
(Attention: Mr. Charles A. Bailey.) 

GENTLEMAN: The members of our organization have been users of refined 
sugar, brown sugar, and molasses ever since the establishment of our cooperative, 
nearly 30 years ago. Molasses is used for the entirely different properties it 
imparts as compared with refined sugar. The principle difference is one of flavor 
and also with some effect upon eating characteristics. We know of no substi- 
tute for molasses in order to obtain those particular properties in our bake 
products. 

Although it also will contribute some sweetness, it cannot be considered to 
be. a competitor of refined sugar, and an adequate supply should be made 
available to the baking industry. 

Very truly yours, 
: Oscar SKOVOLT, 
Director of Laboratory. 


NATIONAL Biscuit Co., 
New York 14, N. Y., July 8, 1951. 
Mr. O. A. SAAR, 
President, American Molasses Co., 
New York City. 

Dear Oscar: For more than 50 years we have been bakers of biscuits, crackers, 
and cookies, and during all that time we used refined sugar, brown sugar, and 
high-grade molasses. 

We use molasses in certain varieties, particularly for the flavor it imparts to 
our products. The flavor of molasses cannot be obtained by using refined sugar 
or brown sugar. In other words, where our formula calls for molasses, only 
molasses can be used. There is no competition with sugar, nor can sugar be 
substituted for molasses. Both sugar and molasses are necessary for our use, 
and we cannot do without either. 

Very truly yours, 
PURCHASING DEPARTMENT, 
W. A. Deacon, 
Manager Raw Material, Equipment Division. 





HARDIE Bros. Co., 
Pittsburgh, Pa., July 5, 1951. 
THE AMERICAN MoLassEs Co., 
New York, N. Y. 


GENTLEMEN: We have been manufacturing many kinds of candies for over 
40 years, and in making our products we, of course, have used many types of 
sugar including brown sugar, refined sugar, washed sugar, and molasses. We 
use molasses because it gives our candy molasses flavor, as we have found we 
cannot duplicate the flavor of molasses by using brown sugar or other sugarcane 
products. In other words, when we make molasses candies we use molasses and 
label them as such. 
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Despite the fact that the molasses may cost us more than either brown sugar 
or other dark-sugar products, we prefer to use molasses because it gives us 
molasses flavor. 

Very truly yours, 


f Harpie Bros. Co., 
By WILiraM M. HArpIE, 
d President. 


DuGaN Bros. OF NEW JERSEY, INC., 
Newark, N. J., July 5, 1951. 
AMERICAN MOLASSES CO., 
New York, N. Y. 

GENTLEMEN: We have been bakers of bread and cake for the past 73 years, 
and have been using refined sugar, brown sugar, and molasses during all of 
that time. 

We use molasses for the characteristic texture, consistency and, especially, 
flavor which it imparts to the products in which it is used. These characteristics 

d cannot be obtained by using refined sugar or brown sugar or any other sugar 
products. For those products for which we desire the characteristics given by 


. molasses, only molasses can be used. There is no competition or substitution 
i between sugar and molasses. Each has its place in the bakery and we cannot 
i- do without either. 
i. Sincerely yours, 
Davip H. DueAn, Jr., President. 
0 
le 
Mason, Au & MAGENHEIMER CONFECTIONERY MANUFACTURING CO., 
Mineola, Long Island, N. Y., July 6, 1951. 
AMERICAN MOLASSES Co., 
New York, N.Y. 
GENTLEMEN: In connection with the controversy regarding the Sugar Act, 
the question of molasses being in competition with brown sugar, from our 
experience these two items have entirely different uses. First, molasses does 
impart flavor which brown sugars do not have, as the refining processes are 
different, and in bakery or confectionery manufacture, we find that molasses 
does give the taste a different appeal which cannot be accomplished by brown 
sugar. 
s, So far as the angle of competition, the cost of molasses is higher than brown 
d sugar and, needless to say, that being the case, and naturally seeking to reduce 

costs, in this instance, there is no advantage as the nature and uses of the two 
tO products are entirely different. 
ur We trust that nothing is done to disturb the situation. 
vy Very truly yours, 
re H. E. Have, President. 
e, Se ee 

GENERAL MIIts, INc., 
Minneapolis 14, Minn., July 5, 1951. 
The AMERICAN MOLASSES Co., 
New York, N. Y. 

GENTLEMEN : In answer to your inquiry relative to our use of molasses and the 
possibilities of substituting other sugar products for the type molasses we are 
using, we wish to say that both sugar, as granulated sugar, and molasses are 
necessary ingredients in our gingereake mix. The flavor of molasses cannot be 
obtained from other sugar products such as granulated or brown sugar and the 
use of these two sugar products in our gingercake is essential. 

It may be of interest to your company that when our gingercake was formulated, 
oY we tried a good many different sugar products until we settled on the type of 
of molasses we are using at the present time. We do not feel that molasses is com- 
yo petitive with either granulated or brown sugar as each has its particular merits. 
re Very truly yours, 
1e GeneRAL Miris, INc., 

a F. A, CoLiatz, 
Chief, Packaged Foods Control. 
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Henry Here, Inc., 
New York 13, N. Y., July 6, 1951. 
The AMERICAN MoLassEs Co. or N. Y., 
New York, N. Y. 


GENTLEMEN : AS a general line manufacturer of confectionary, we are users of 
a large variety of sugars such as fully refined in all types—partially refined soft 
sugars and brown sugars. We are also users of molasses, but our use of molasses 
is for flavor only. We are manufacturers of a very popular chocolate coated 
molasses candy known as Chocolate Sponge, and your molasses No. 112 has a 
characteristic flavor that could not be obtained through soft or brown sugars, and 
we are firmly convinced that the molasses we use in no way competes with soft 
or brown sugars. 

Yours very truly, 
R. J. KANTNER, 
Vice President. 


B. A. EcKHART MILrINne Co., 
Chicago, I1., July 6, 1951. 
AMERICAN MOLASSES Co., 
120 Wall Street, New York, N. Y. 


GENTLEMEN: In response to your inquiry regarding our use of molasses in 
food products as it might be affected by changes in present regulations by the 
Government, we would find ourselves forced to discontinue several products 
should it become difficult or impossible to obtain a high-grade molasses for 
inclusion in these items. 

We have conducted a great deal of research over the past few years in an 
attempt to replace or find an alternate to molasses in several of our prepared 
mixes. However, we have found no product that will give us the specific flavor 
imparted by molasses. As sweetening agents, we have used other materials 
with excellent results, but these materials failed to produce the desired flavor 
effects. 

Very truly yours, 
D. B. Pratr, Jr., 
Director of Products Control. 


Tue D. L. CiarkK Co., 
Pittsburgh, Pa., July 6, 1951. 
AMERICAN MOLASSES CO., 
120 Wall Street, New York 5, N. Y. 

GENTLEMEN: We have been manufacturing candy for more than 65 years, and 
during that time have used large quantities of molasses as well as brown, white, 
and other types of sugar. Although there have been times when it would have 
been economical for us to substitute brown sugar for molasses, we have never 
done so, for we feel that we would thereby lose that distinctive molasses flavor 
which identifies many of our nationally distributed products. 

Yours truly, 
J. A. SerBert, Purchasing Agent. 


FRIEND Bros., INc., 
MELRosE, Mass., July 3, 1951. 
BosTon MOoLASsEs Co., 
Boston, Mass. 

GENTLEMEN: As manufacturers of various food products, including baked 
beans, brown bread, and other items which we have manufactured continuously 
over a number of years, we have, in our production of these food products, used 
white sugar and brown sugar for sweetening, and also imolasses. 

The molasses that we use is essentially for its molasses flavor and is not 
used as a substitute for sugar in any way. 

Very truly yours, 
Rosert A. FRIEND, 
Vice President. 
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Mr. Krne. Molasses because of its unique taste, flavor and benefi- 
cial effect upon the keeping properties of food products has been used 
by generations of housewives, bakers, confectioners, and other food 


‘processors because it imparts a characteristic flavor and aroma be- 


yond duplication by other products of the sugarcane. 

When I refer to molasses, I am talking about a product known to 
the housewife, the baker, and confectioner as molasses and sometimes 
as sirup of cane juice which cannot economically be further processed 
into sugar and whose principal purpose is giving distinctive flavor to 
foods, which definitely proves that molasses does not compete with 
brown sugar or refined sugar. 

The Cuarrman. Mr. King, we thank you very much for your 
statement. 

Mr. Kine. Thank you, sir. 

The Cuairman. I would like to say that in the second paragraph of 
your statement you made a very great mistake. You included baked 
beans and popcorn and left out peanut candy. 

Mr. Kine. There is not very much molasses used in peanut candy. 
There is some in the Southern States, but aptlactively not a very 
great amount. 

The CuarrMan. Not in peanut candies? 

Mr. Krvc. There are certain peanut bars where they use some 
molasses. I could have added about 25 other types of candies. 

The CuarMan. I am sure that you could. 

We thank you very much for your statement. 

We will adjourn now to meet tomorrow morning at 10 o’clock. 

(The following matter was received for the record :) 

Wasuineron, D. C., July 11, 1951. 
Hon. Harorp D. Coorry, 
Chairman, Committee on Agriculture, 
House of Representatives, Washington, D. C. 

Dear Mr. CHatrRMAN: In connection with certain statements made at the 
hearings on H. R. 4521, at your committee today, regarding the inability of Cuba 
to fulfill her sugar quota for consumption in the United States for the year 1950, 
and in order to keep the records clear, I take the liberty of enclosing hereto a 
copy of a letter addressed on November 30, 1950, by Mr. Lawrence Myers, 
Director of Sugar Branch, Production and Marketing Administration of the 
Department of Agriculture, to Teodoro Santiesteban, president of Cuban 


Sugar Stabilization Institute, explaining the apparent technical deficit of the 
Cuban quota. 

Commodity Credit Corporation and Cuban Sugar Stabilization Institute entered 
into a contract for the purchase of the remainder of the Cuban sugar crop of 
1950, which was signed by Commodity at Washington, D. C., on August 21, 1950, 
and by Cuban sugar Stabilization Institute, at Habana, on August 25, 1950. 

Letter (c) of article 2 of said contract reads as follows: 

“If, by reason of shipments of sugar purchased hereunder to destinations other 
than the United States or of need to retain a portion of such sugar in Cuba to 
meet early 1951 requirements of the United States, a deficit is declared against 
Cuba’s quota for 1950 under the United States Sugar Act of 1948, Commodity 
shall make all possible efforts to explain that the Republic of Cuba is not respon- 
sible for such deficit.” 

The enclosed letter was written in compliance with the provisions of said 
letter (c) of the sugar purchase contract and shows that the deficit of the Cuban 
sugar quota was not a real deficit but a technical deficit, and to allow Com- 
modity to ship Cuban sugars to foreign countries. 

Respectfully yours, 

Luts MAcHADo, 

Ambassador of Cuba. 











210 EXTENSION OF SUGAR ACT OF 1948 






NOVEMBER, 30, 1950. 
Mr. Trovoro SANTIESTERAN, 
President, Cuban Sugar Stabilization Institute, 
Habana, Cuba. 

Dear Mr. SANTIESTEBAN : It has been brought to my attention that some mem- 
bers of the Cuban sugar industry may feel that the Commodity Credit Corpora- 
tion has not yet made adequate explanation of Cuba’s deficits under the 1950 
quota, as required by article 2 (c) of the 1950 Cuban raw sugar purchase con- 
tract. Therefore, I hope that this further statement will satisfy all possible 
desires in that respect. 

I wish to point out that the Department of Agriculture has made two efforts 
to comply with the provisions of article 2 (c) of the contract. First, in the 
press release of August 23, 1950, the following statement was made: 

“Under the provisions of the Sugar Act, 838,440 tons would normally have 
been provided by Cuba and 11,560 tons by other foreign countries. Only 600,000 
tons of sugar were available in Cuba, and the Commodity Credit Corporation 
considered it essential to leave approximately 162,000 tons in Cuba to meet ship- 
ping requirements early next year and possible other needs. Accordingly, 
400,000 tons of the quantity Cuba would have received have been reallocated 
to domestic areas as follows: Puerto Rico, 150,545 tons ; dometsic sugar beet area, 
100,000 tons; Hawaii, 98,594 tons; mainland cane sugar area, 46,861; Virgin 
Islands, 4,000 tons.” 

Second, in Sugar Regulation 813, amendment 3, signed August 23, 1950, effec- 
tive August 29, 1950, the Secretary of Agriculture included the following state- 
ment concerning the deficit in quota for Cuba: 

“B., Deficit in quota for Cuba.—The above amendment to 313.12 includes an 
increase in the quota for Cuba amounting to 838,440 short tons, raw value, 
over the quota effective on July 21. The Commodity Credit Corporation owns 
in Cuba about 600,000 short tons. No other significant quantity of Cuba sugar 
is available for shipment to the continental United States against the increase in 
Quota. Normal marketing of the current crop of Cuban sugar in each calendar 
year provides for a year-end carry-over in Cuba for shipment during January 
and February to maintain refinery operations pending availabiilty of new crop 
sugar. For the 10 years, 1940-49, year-end stocks in Cuba have averaged 
634,000 short tons, the range being 324,000 to 1,804,000 tons. The United States 
and February to maintain refinery operations pending availability of new crop 
sugar during January and February to the average (1941-50) extent of 499,000 
short tons, raw value, the range of January—February receipts from Cuba during 
this period having been from about 320,000 tons to 782,000 tons. In keeping 
with this normal supply pattern, the Commodity Credit Corporation intends to 
retain in Cuba approximately 165,000 short tons to meet shipping requirements 
in early 1941 and other possible needs. Therefore, the quota for Cuba will not 
be filled by 400,000 short tons of sugar, raw value, and a deficit equal to this 
quantity in the 1950 quota for Cuba is determined.” 

Copies of the full press release and regulations are enclosed. 

In pointing out that the Commodity Credit Corporation owned the 600,000 short 
tons available for meeting any increase in Cuba’s quota resulting from the 
August determination of consumption requirements in the United States and 
that approximately 165,000 tons should be left in Cuba to meet shipping require- 
ments in early 1951, and other possible needs, the Department believed that it 
would make clear to all interested persons that its own actions were responsible 
for the 400,000 ton deficit then declared against Cuba. Certainly everyone so 
far as I am aware in the Department of Agriculture and in the United States 
sugar industry has accepted that interpretation of the statements. I hope that 
this statement will satisfy all members of the Cuban industry with respect to 
this matter. 

Since we are on the subject, it seems worth while to review recent develop- 
ments. Of the quantity of approximately 165,000 short tons which Commodity 
Credit Corporation had intended to leave in Cuba “to meet shipping require- 
ments in early in 1951 and other possible needs,” we have released approxi- 
mately 84,000 tons to Great Britain to meet its own requirements and 18,000 tons 
to replace refined sugar shipped by British refiners to India, and approximately 
2,000 tons have been released for shipment to Lebanon. If our own require- 
ments had been maintained at the level we anticipated last summer, these sales 
for shipment to destinations other than the United States would have left a 
year-end carry-over of only around 60,000 short tons. In view of the sharp 
falling off in United States demand in recent weeks it now appears evident that 
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the carry-over of Commodity Credit Corporation sugar in Cuba on January 1 
will be larger than was anticipated in the press release or determination made 
August 23, 1950. Since we have already sold approximately 306,000 short tons 
for shipment to the United States and foreign countries this year, it is evident, 
however, that we will comply fully with the provision of article 4 (e) of the 
1950 Cuban raw sugar purchase contract, which provides that “Commodity 
undertakes that not more than 300,000 short tons of the sugar purchased here- 
under will remain unshipped in Cuba on January 1, 1951, or be charged against 
Cuba’s 1951 quota under the United States Sugar Act of 1948.” 

Certainly the Republic of Cuba and the Cuban sugar industry could not be 
held responsible for the deficit now anticipated as a result of the decine in 
United States demand. You may be interested in knowing that it now appears 
that the decline in our demand will result in the domestic beet sugar quota 
also being partially unfilled. A slight deficit for the same reason appears likely 
in the mainland cane quota. 

I hope that this statement will be accepted as constituting complete compliance 
by Commodity Credit Corporation with the provisions of article 2 (c) of the 1950 
Cuban raw sugar purchase contract. 

Sincerely yours, ’ 
LAWRENCE Myers, Director. 

(Whereupon, at 12 noon, the committee adjourned to reconvene at 
10 a. m., Thursday, July 12, 1951.) 

(The meeting of Thursday, July 12, 1951, was postponed. The 
committee will meet again at the call of the Chair.) 
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THURSDAY, JULY 26, 1951 


Hovwss or REPRESENTATIVES, 
ComMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a. m., in room 
1310, New House Office Building, Hon. Harold D. Cooley (chairman) 
presiding. 

The Cuarrman. The committee will come to order, please. 

I would like at this time to recognize Congressman Robert Hale, 
of the State of Maine. 

Weare delighted to hear you, sir. 


STATEMENT OF HON. ROBERT HALE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MAINE 


Mr. Hare. Mr. Chairman and gentlemen of the committee, I appear 
here as a witness solely because of the effect of the proposed bill on 
some business concerns in my district which import, blend, and dis- 
tribute West Indies molasses. I do not claim to be an expert on sugar. 
I know something, however, about West Indies molasses as a dis- 
tinctive New England food. Everyone knows about it, uses it, and 
eats molasses-flavored products. Baked beans and brown bread are 
New England dishes. The molasses-cookie jar is a sacred memory 
of most New England childhoods. 

Molasses is tied up with the early history of New England. Com- 
mercial Street, which is the sea front street of Portland, Me., was 
built up by the trade in what used to be called “W. I. goods,” which 
included molasses. Sailing vessels between Maine and the West In- 
dies carried colonial products. We received in return molasses which 
we used for food and for the distillation of rum. The West Indies 
molasses trade became so important that it is no exaggeration to say 
that one of the important contributing causes of the Revolution was 
the Molasses Act, passed by England in 1764, which imposed heavy 
duties on the importation to New England of West Indies molasses. 

Today there is not much of the West Indies trade left in Maine, 
but there is still some. A constituent of mine, Milliken-Tomlinson 
Co. of Portland, has been in the business of importing and distribut- 
ing West Indies molasses for, I believe, 75 years at least. This con- 
cern has had an honorable and respected record. The names Milli- 
ken and Tomlinson are old family names in Portland. This con- 
cern informs me that the present provision of the bill would put 
an unjustified hazard on their future operations because they are 
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no longer sure of being able to obtain supplies with enough impuri- 
ties it bring it within the present test of the act. Another company 
in Portland which dist a a West Indies molasses is Twitchell, 
Champlain & Co. There are two others outside my district, both 
in Bangor—Charles Hayward & Co., and T. R. Savage Co. These 
concerns distribute West Indies molasses through Augusta, Bath, and 
Houlton. 

My information convinces me that the present provision of the act 
may destroy these small molasses distributors. At the very least it 
will make their businesses extremely risky investments in the future. 

I have examined the testimony of Mr. Myers of the Department of 
Agriculture in an attempt to find out what justification there is for 
putting small American concerns in peril to ease the minds of those 
in control of the sugar industry. Mr. Myers seems to think that if we 
let these small businesses live, millions of tons of liquid sugar will be 
imported under the molasses exemption and then refined into sugar. 
At the present prices molasses cannot profitably be refined into sugar 
for the simple reason that it costs more than sugar. But anyway it 
would be a complete answer to make the West Indies molasses im- 
ports admissible only on condition that they were not further proc- 
essed. Also a limit can be put on the amount of molasses not subject 
to Sugar Act restrictions which can be imported. _I am told that 31%, 
million gallons of molasses which had impurities of more than 5 and 
less than 6 percent would more than take care of this small market 
for the foreseeable future and I doubt very much if that amount could 
be sold in the United States. 

The present bill threatens to prevent the importation of Barbados 
molasses entirely and tax Cuban molasses for revenue. No justifica- 
tion occurs to me for taxing foods like baked beans, simply because of 
their peculiar flavor, and leaving other foods alone. I may say that 
several concerns in my district pack baked beans. 

Molasses does not compete with sugar except in the way that one 
food competes with another. The reason molasses is sold is because 
of its distinctive taste. It competes with sugar in the same way that 
baked beans compete with roast beef. 

It is my recommendation to this committee that it modify the Sugar 
Act to permit the importation of a limited quantity of West Indies 
molasses which has impurities of between 5 and 6 percent and which 
is not to be further processed, in addition to the molasses of over 6 
percent impurities which is rapidly becoming unobtainable. 

The Cuatrman. Thank you very much, Mr. Hale. 

Mr. Hate. Thank you. 

The Cuarrman. We appreciate your statement. 

We will next hear from Congressman Frank Fellows, from the State 
of Maine. We are glad to hear you, sir. 


STATEMENT OF HON. FRANK FELLOWS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MAINE 


Mr. Fetiows. Mr. Chairman and gentlemen of the committee, I 
am violating the rules by not furnishing a writtten statement, but I 
would like to have the privilege, if it turns out, to file such a state- 
ment, if the committee is agreeable to that. 
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The Cuarrman. The committee does not know whether the gentle- 
men reads well or not, but we do know that you speak quite well, so 
we prefer hearing you speak, anyway. 

Mr. Fetxows. Thank you, sir. 

I know you are not expecting me to discuss the intricacies of 4 per- 
cent or 8 percent. 

The Cuatrman. It is 5 or 6 that we are talking about. 

Mr. Frtiows. Exactly, but I want to have plenty of leeway for 
my discussion, if you do not mind. 

Perhaps, you will say that this voice of mine is a small voice 
emanating from the gingerbread and cookie jar of grandma on the 
third shelf of the back pantry, or the less refined voice of molasses 
flavored baked bean supper on Saturday night, which is a New Eng- 
land tradition, or it might be a combination of sulfur and molasses, 
which my mother used to pour into me by the gallon. With the 
present quality of molasses, the child would be in grave danger if he 
had sulfur and molasses today. 

I am speaking in behalf of the proposed or suggested amendment 
to the Sugar Act, and I cannot for the life of me see how that is going 
to injure the sugar industry. That is one. 

I can see how it may very seriously affect small business, of which 
we hear so much on the floor of the House and on the floor of the 
Senate and everywhere, deploring the condition and the future of 
small business. 

And so I am asking and believing-that this committee will see in 
this proposed amendment, or one of the proposed amendments a rea- 
sonable, a sensible and an effective method of not only helping small 
business, but preserving for us, at least in New England, many of the 
cheaper and poorer foods upon which we live, and many of us hope to 
survive for a short time. 

Mr. Hale spoke very well of many things, and one of them was 
the rum trade. Now I have it recorded that my great grandfather 
used to bring rum from Boston with an ox team, 100 miles. It was 
worth it, I presume. 

I do hope, however, and I believe, I have great confidence in your 
judgment, that one of these amendments will be accepted and one 
of these amendments will become a part of the law. 

I thank you, Mr. Chairman, and members of this committee for this 
privilege and opportunity. 

The Carman. We thank you very much, Mr. Fellows. 

The next witness we have listed is Mr. Fred Harding. 

Mr. ArnowD. We will change the order, if you do not mind. I will 
go on next. 

We also have as one of our witnesses Mr. Jackson, who has a highly 
technical paper. I do not think it would serve any purpose in reading 
it. He isa chemist. Some questions were asked about the chemistry 
last time. We will file his paper and have him here if any questions 
are asked. And Mr. Harding will conclude. 

The Cuamman. In other words, Mr. Jackson will file a statement ? 

Mr. Arnoup. He will file a statement. There were two questions 
asked the other day by members of the committee which he 1s better 
qualified to answer, if they still want to pursue them. He is here 
as an expert. 
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There was a question by Mr. Thompson, which was postponed. I do 
not know whether there are any questions at the present time or not 
desired to be answered. 

The CrarMan. Suppose we let the gentleman stand by for a little 
while, if he will, until we can go further into the evidence. 

You may proceed. 


STATEMENT OF THURMAN ARNOLD, COUNSEL, AMERICAN 
MOLASSES C0. 


Mr. Arnotp. Mr. Chairman and gentlemen of the committee, each 
time the Sugar Act comes before Congress the American Molasses 
Co. is compelled to fight for the very existence of the most important 
part of its present business, the blending and marketing of edible 
molasses on a Nation-wide seale—a business which it has built up 
over a period of nearly half a century. In 1936, and again in 1941, 
a dividing line between what was to be treated as sugar and what 

yas to be treated as molasses under the act of 8 percent soluble non- 
sugar solids was almost passed. Checking our records we find that 
this recommendation would have put us out of business. Only 10 car- 
goes out of 80 we imported since 1937 would have been admitted under 
the 8-percent test. 

Today, under changed conditions in the tropics, the 6-percent divid- 


ing line seriously threatens to stop our importations. ‘Today we are 
here before this committee asking that this distinctive American busi- 
ness be allowed to continue, that our business relationships with 
molasses producers in Barbados and Cuba be not destroyed, that the 
American market for baked beans, gingerbread, cookies, and molasses 


products be not radically changed by a group that wants more than 
the elimination of excessive competition—which will not be satis- 
fied except by the elimination of all competition. 

The entire importation of molasses by the American Molasses Co. 
and its competitors, even if molasses could be said to compete with 
sugar, amounts to a fraction of 1 percent of the American sugar 
market. 

It cannot be plausibly argued that there is any substantial bene- 
fit accruing to the sugar industry by destroying this sort of com- 
petition even if we can be said to compete. In fact, no one claims 
we are doing anyone any harm. The opposition is based upon the 
feeling that the act in its present form is sacrosanct and that any 
attempt to change it is heresy. Mr. Myers talks about “millions 
of gallons of other sirups and molasses affected.” I think our wit- 
nesses have demonstrated that these millions of gallons of sirup do 
not exist. But in order to appease what we thought was an irra- 
tional fear on the part of the sugar lobby we offered to accept two 
conditions on the importation of edible molasses not classified as sugar. 
First, it can be made a violation of law to further process edible 
molasses, and second, a limitation of the amount of molasses im- 
ported not subject to the Sugar Act can be fixed so that at no time 
can this molasses under any conceivable circumstances be anything 
more than an infinitesimal fraction of the sugar market. 

We have made this suggestion to the Department of Agriculture 
and to the leaders of the Sugar Lobby, and they have turned us down. 
There is no limit to the amount of protection this group wants. If 


it feet eet? olCUe, COCO 





EXTENSION OF SUGAR ACT OF 1948 217 


the bill goes through we may have to close a plant in Boston and 
another in Wilmington, N. C., because getting supplies which meet 
the present test is becoming too much of a gamble to be good business. 
Wilmington isa small place. We cannot claim that closing our plants 
will have any impact on our economy as a whole, but we are supposed 
to be living in a country which protects and encourages small inde- 
pendent businesses. 

It has been suggested that we are not being hurt as much as we 
claim because so many of our recent cargoes have met the test. There- 
fore, I wish to elaborate in some detail on the kind of injury and the 
constant uncertainty which surrounds our business operations. The 
committee will understand that any business concern must be assured 
of its raw materials. Our business has been a gamble. It has been 
subject to a hazard which in no way helps the sugar industry. It is 
that hazard which we believe is the cause of our being one of the few 
molasses blenders in the United States who use imported molasses. 
That is not because we have any monopoly position but because our 
business is subject to this constant risk. 

Let me explain the nature of that risk. We experienced our most 
serious trouble in 1937. After that we applied more rigorous tests 
of our own because the refusal of a cargo is a very serious loss to us. 
These rigorous tests limit our market by reducing the number of our 
competing suppliers. Each year our sources of supply are becoming 
narrower. In Barbados we buy from everyone we can but the result 
of the test is that we have to pay more for our product. The scarce 
molasses, over 6 percent impurities, is in high demand. The molasses 
between 5 percent and 6 percent is not available for us to purchase 
at any price. 

The effect is to make our molasses a very scarce commodity. We 
are deprived of a competitive buyer’s market. How much this costs 
us and in turn the American consumer we do not know, but it is certain 
that our increased payments for molasses, because of the test, are very 
considerable. This increased price paid to the lucky producer who 
happens to have secured poor sugarcane does nobody any good. It 
hurts the molasses industry in Barbados as a whole; it increases the 
price to the American consumer; it doesn’t help the sugar industry. 

The situation is slightly different in Cuba. There are very few 
mills in Cuba with the proper production equipment and the abso- 
lutely essential port facilities 

I may add there will not be any more under the present test. Of 
these few our market has been narrowed to only one mill which has 
been able to furnish us with molasses of consistent flavor, aroma, and 
baking qualities and which has had a reasonably good record in meet- 
ing the 6-percent test. But even with this mill and in spite of our 
care in rejecting anything that looked close to the dividing line since 
1940, we have had about 30 percent refusals by the customs. We 
can’t do business under these hazards and as we pointed out before, 
cane of poor enough quality to meet our requirements is getting 
scarcer and scarcer. 

In spite of our being compelled to narrow our own market for 
our supplies by rigorous tests, we are having increasing trouble. 
After 1937 we had trouble in 1940, 1941, 1942, 1944, and 1950. In 
all of those years cargoes were rejected, although in 1950 we finally 
got the cargo through on a retest. In 1951 we have had good luck 
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so far, although we have a cargo on the way now and have our fingers 
crossed. Our opponents have suggested that, because recently we have 
had good luck, that good luck will continue. Certainly it 1s true to 
this extent, that we are not going to buy anything that we are not 
pretty sure we can get in. The 16-percent refusal of cargoes between 
1937 to date is something we cannot stand financially, since we operate 
on a low margin of profit. We are getting better and better in 
eliminating the risk of refusal by the customs. But, because we are 
complying with the test, our sources of supply are rapidly drying 
up. We have been getting along with 214 million gallons a year 
because that has been the maximum quantity we have been able to get. 

We were asked at the last hearing to submit a record of the cargoes 
rejected and accepted since 1937 by the customs. I have only one 
copy of that record with me. It has been submitted confidentially 
to the Department of Agriculture. It is in the nature of confidential 
business information which we request the committee not to print 
or distribute any further than is necessary for the committee’s informa- 
tion. We are glad, however, to furnish it for the committee’s use 
in checking our assertions. In submitting it, we wish again to em- 
phasize that the fact that of late we have been extremely rigorous and 
careful in order to avoid rejections is no evidence whatever that we 
have not been suffering from our inability to buy in the competitive 
market which exists in Barbados. 

I hand this in for the committee’s check. This isa list of the cargoes 
rejected. 

The question is often asked us: Why don’t we get our molasses 
from Louisiana? As a matter of fact, we are one of the two largest 
purchasers of Louisiana molasses. We use large quantities of this 
for blending with the imported molasses in order to achieve desired 
flavor results. We use these quantities of Louisiana molasses because 
we have the imported molasses to blend with it and give the final 
desired result. If we retire from this business because of the increas- 
ing risk involved and devote ourselves entirely to sugar, Louisiana 
producers of molasses will lose one of their two principal customers. 

The distribution of molasses in the United States of America is 
not a large industry. But the sum total of all the products flavored 
by molasses is a tremendous volume. We happen to be the largest 
of the molasses importers but we have many small competitors who 
will be far more seriously affected than ourselves. They are really 
smal] businesses, and, unlike the American Molasses Co., molasses is 
their only source of profit. 

The principle of the Sugar Act itself is violated when it does this 
unnecessary irreparable injury to persons like ourselves—to our cus- 
tomers who make such familair foods as gingerbread, baked beans, 
cookies, and molasses-flavored candy, and to American consumers 
whose taste has been educated since colonial days to like these low- 
cost foods. We are not here opposing the Sugar Act. But we do 
say that it should not be utilized to eliminate the supposed competition 
between sugar and such flavored foods as baked beans and ginger- 
bread. The object of the Sugar Act is to prevent the kind of com- 
petition that leads to the demoralization of the sugar market. What 
the industry is entitled to is only this. It is not entitled to destroy 
independent American businesses for the purpose of hogging the 
market for every kind of sweets. 
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You may ask, why should molasses not pay an excise tax? There are 
two answers. One is that the Government should not seek to get 
revenue out of any low-cost food items. The excise tax that sugar 
pays is not a revenue measure. It goes to the growers of beets and 
cane. It is not a tax on the sugar industry at all, but a method of 
stabilizing the market so that the growers are secure in planting. and 
the processors have a stable source of supply. Sugarcane grown for 
the production of molasses does not share in the benefits. An excise 
tax on molasses has none of the stabilizing effects of the sugar tax. It 
would be paid for revenue only. If we want revenue from sweet food 
products, what possible justification is there for taxing only those with 
a molasses flavor? Why tax molasses candies and not tax other 
candies? To be consistent a tax must also be imposed upon refiners’ 
sirup, domestic molasses, and sirup of cane juice. All of these are also 
products of the sugarcane which are not taxed. 

Then there is the impact on the economy of Barbados. I asked the 
British Embassy for information about this problem. I was informed 
that this island has been supplying fancy molasses to this country for 
at least 75 years; probably much more. It is a tiny island in the West 
Indies of only 166 square miles, yet it supports by agricultural products 
alone a population of 210,000, at a density of 1,260 to the square mile. 
To accomplish this feat and at the same time to maintain a reasonable 
standard of living the island has been obliged to resort to the most 
careful and scientific crop husbandry. In particular, better varieties 
of sugarcane have been developed by research to increase the quantity 
and purity of the yield. It is this very economic necessity which has 
resulted in the percentage of nonsugar soluble solids in Barbados 
molasses decreasing below the 6 percent required by the Sugar Act and 
there is nothing the producer can do about it except to revert to less 
yielding varieties of cane, which he cannot afford to do. 

At the present time the island has no difficulty in disposing of its 
sugar and choice rum but only to the sterling area. To earn the dollars 
with which to buy American supplies it relies almost entirely on its 
exports of fancy molasses and on a few tourists. Mr. Chairman, the 
quantity involved—about 1,000,000 gallons—is infinitesimal compared 
with the vast quantities of sugar imported into this country. But it 
means a lot to the people of the little island of Barbados. Are we going 
to jeopardize or sever this long-standing trade between this country 
and a neighboring island merely on an arbitrary percentage which, 
as we have shown in our testimony, does nothing to protect the sugar 
interests and is not defensible on any scientific or practical basis? 

This unjustifiable attack on independent business is a dangerous 
precedent in our economic legislation. This would be true even if 
molasses competed with sugar. But molasses does not compete with 
sugar, except in the sense that one sweet food competes with another. 
Discriminating against molasses is a precedent which would logically 
lead to discrimination against corn sirup and corn sugar. Last year 
when the wine merchants of France combined with the Communists 
and succeeded in getting Coca-Cola banned on the French market, they 
were denounced editorially by the American press. America, it was 
alleged, owed its greatness to that kind of competition. Since that 
time France has repealed the act. But the wine merchants had more 
excuse in attacking Coca-Cola that the sugar lobby has in attacking 
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our small business. Coca-Cola was beginning to affect wine sales. 
Molasses has never adversely affected sugar sales. Indeed, it has in 
our opinion increased sugar sales. It just happened my wife this 
morning gave me a copy of the New York Times of yesterday of 
the recipe page, and the heading is, “Molasses helps ice cream reduce 
heat,” aa bare is a recipe to put molasses in ice cream. This will sell 
more ice cream. I would like to leave that with the committee. 

Practically every popular molasses-flavored product must contain 
sugar. Are we now to adopt the principle which we induced France 
to repudiate, a principle which eliminates not only demoralizing com- 
petition but all competition ? 

We stand alone against one of the strongest lobbies before Congress, 
a $4,000,000 industry against a billion-dollar industry which presents 
its proposal to Congress through closely knit associations. We do not 
criticize the sugar industry for maintaining a strong lobby. But 
legitimate as lobbies are in assisting Congress, it must be recognized 
that by their very nature they cannot be objective. They must often 
meet the demands of the most extreme members of their group be- 
‘ause moderates do not like to put up a fight. 

The Department of Agriculture told us that it could do nothing 
for us unless we got the approval of the sugar industry. The attitude 
we met in the industry was that there would be a lot. less trouble in 
getting the act passed if everyone went along with the majority and 
no one rocked the boat. This is a common situation where acts affect- 
ing large Nation-wide interests are concerned and it, therefore, puts 
a great responsibility on the impartial function of this committee. 

We are confident that today we are before a tribunal that wants to 
give the small man as good a chance as the big fellow. We are con- 
fident that this committee does not feel that an act designed to prevent 
demoralizing competition from without should be used to eliminate 
all competition. We cannot believe that this committee wants to dele- 
gate to a closely knit group in the sugar industry the power to close 
down the plants of an independent business. 

I want to emphasize that molasses competes with sugar only in the 
sense that one food competes with another. It is true that if the 
American public were deprived of gingerbread and cookies they might 
eat more sugar. Although I seriously doubt it. I think we would eat 
less. But the idea that a product should be protected, not only against 
competition in its own market but also by destroying other legitimate 
markets and business is not one that was followed even in the highest 
protection days. 

We have often publicly declared that our molasses blends containing 
substantial quantities of West Indies molasses are high in sugar con- 
tent as contrasted with other types of molasses and have an inherent 
sweetness as an element of their flavor. In fact, we have suggested 
that this is the flavor trade-mark of our product. It does not mean, 
however, that molasses competes with sugar. Merely because it is 
sweet does not mean it is interchangeable with either white or brown 
sugar. Honey, maple sirup, and sorghum sirup are also sweet, but, 
like molasses, their use is essentially to flavor. A cake can be baked 
with white sugar, with brown sugar, with molasses or with honey, or 
combinations of two or more. But the cake in each case will taste 
differently. Unless you wish molasses cake you will not use molasses. 
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During World War II, at the suggestion of the Office of Price Ad- 
ministration, to relieve the pressure of rationed sugar, we published 
some advertising material suggesting that molasses could supply 
sweetness when called for by a recipe and we put out some recipes 
for sweets without sugar. Our suggestions produced good wholesome 
foods—but only if a person liked molasses flavor. We even suggested 
that where a recipe called for brown sugar it could be supplied by 
combining molasses with a large quantity of white sugar. We told 
the Office of Price Administration that the resulting product would 
certainly be usable but it would not taste like brown sugar, but we 
were told to go ahead anyway. You can use alcohol instead of high- 
test gasoline in your car, but it won’t run the same. 

As a matter of fact, our accommodation of the Office of Price Ad- 
ministration had a very interesting after effect. For 2 years after 
sugar rationing ended our molasses business fell under even the 
lowest point of the depression years. Mr. Myers has suggested that 
there were certain years during which the imports of molasses from 
Barbados were very low. Two of the very low years occurred during 
this period right after the war. Our Government-urged venture 
into the substitution of molasses for sugar was one of the most ex- 
pensive mishaps which has happened to our company in many a year. 

I will read you, for instance, a recipe that did not work. This is 
from one of those years: 


EXTENSION OF SUGAR ACT OF 1948 


When your recipe calls for brown sugar use this simple rule and improve 
your recipe and save ration points. One measure Grandma’s Old-Fashioned 
Molasses, four measures granulated sugar. Just mix as needed and use like 
brown sugar. 

It did not work. Nobody liked it. 

As evidence of the fact that we are completely convinced that 
molasses cannot compete with sugar, I would like to leave with the 
committee a copy of the latest Grandma’s Molasses recipe book 
which we have published. I will leave here a copy of our Grandma’s 
Molasses recipe book. The book is general, covering products which 
are made sweet and products which are made not sweet, such as bread, 
meat and vegetables. Out of the entire book, containing about 80 
recipes, 54 call for the use of sugar as well as molasses. The non- 
sugar-containing recipes you will find upon examination are those 
products which are normally not made with sugar, such as barbecue 
sauce, molasses milk shake, molasses malted-milk shake, and brown 
bread. This hardly suggests that either we or the housewife regard 
molasses as a substitute for sugar. 

We think there is no economic or ethical justification for placing 
our industry under a general handicap in putting us in a situation 
where we do not know whether it is safe to continue the expenditure 
of millions of dollars in advertising or to maintain our plants. Cer- 
tainly the sugar industry is not benefited by putting us in this di- 
lemma. Why should they want us to give up our molasses business 
and increase our sugar refining? We are a distinctive American 
business that has had an honorable position for a long time. We 
now do not know whether we should or should not continue. The 
only purpose in enacting the Sugar Act at the present time is to 
give the sugar industry security. Why should that act deliberately 
put a noncompeting American business in a position of complete 
peril and insecurity as to the future ? 
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Mr. Grant (presiding). Thank you very much. Do the members of 
the committee have any questions? 

Mr. Garnines. What percentage of the American Molasses Co.’s 
business has to do with sugar refining? 

Mr. Arnorp. Will you allow Mr. Staples to answer that question; 
he is the vice president. ; 

Mr. Srapres. I do not have the figures, exactly, but I would say that 
dollarwise our sugar refining is the greater part of our business. 

Mr. Garurnes. You refine sugar in three plants? 

Mr. Srapies. We refine sugar only in Brooklyn, N. Y. We have 
molasses plants in Wilmington, N. C., Brooklyn, and Boston. 

Mr. Garurnes. I understood from this statement that you used 
molasses for baking only in molasses cookies; is that right ? 

Mr. Srapues. No. . 

Mr. Garuines. I was under a misapprehension then, 

Mr. Arnowp. We sent you a box containing various items. Did you 
not receive a box of the principal products in which it is used? They 
are used in how many different products, Mr. Staples? 

Mr. Srapties. I could not say. 

Mr. Arnowp. There are hundreds of them, like molasses candies, 
baked beans, barbecue sauce, gingerbread; about 15 percent is used 
just to pour on bread by the housewife in the home. 

Mr. Garuines. Only 15 percent on biscuits? 

Mr. Srapies. Down through North Carolina they use a great deal 
of it that way, putting molasses on bread and biscuits. They call them 
biscuits down there. 

Mr. Garurines. Grandma’s Syrup is good. I tried some of it. 

Mr. Sraries. Iam very glad you did. It is good. I have a 16-year- 
old daughter and I cannot keep her supplied. She puts.a little bit in 
the bottom of a glass of milk and drinks it. My wife has a tough time 
keeping the jar filled up. 

Mr. Grant. Are there any further questions? 

Mr. Wueeter. A great deal of reference has been made in the last 
few minutes to the so-called sugar lobby. I would like for you to 
define “lobby” for me. 

Mr. Arnotp. I am a lobby here and registered as a lobby, and I 
wish you would call us legislative counsel, but you do not. I think we 
perform, both the sugar lobby and the American molasses lobby, a 
very useful function. I do not have any objections to lobbyists. I 
just wish you would call us legislative counsel. 

Mr. Wueeter. You were the one that referred to lobby. 

Mr. Arnoip. Congress calls it a lobby. I register as a lobbyist. 

Mr. Wueeter. You referred to that in somewhat disparaging terms, 
to the sugar lobby. 

Mr. Arnotp. No; I said that I did not criticize the sugar industry 
for having a lobby and only wished that we had as well a financed and 
strong a lobby ourselves. That was my statement. 

Mr. Wueeter. My impression of a lobbyist in the general sense is 
that a bad lobbyist is someone who is espousing the cause that you 
are opposed to, or opposing a cause that you espouse. 

Mr. Arnoutp. Well now, having asked that question, I would like to 
give my views on lobbying. 

I wish Congress in the legislation which compels us to register 
would call us legislative counsel. I dislike to come up here and 
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register as a lobbyist. I think we are really legislative counsel. 
The term “lobbyist” in the press has become a bad name. 

Mr. Wueeter. In other words, you are a molasses lobbyist this 
morning ¢ 

Mr. Arnotp. I registered as one, and the American Molasses Co. is 
registered, too. 

Mr. Wuee er. So far as I am concerned, I do not mind lobbyists. 
They mean nothing to me one way or the other. They speak their 
viewpoint, and if I agree, all right. Regardless of what you call 
them, I have become a little wearied of all of this publicity about 
lobbyists which would have the American people believe there is 
something sinister and evil about them and something that should 
cause them to be put in jail. 

Mr. Arnowp. You are not as weary of it as lam. Our firm regis- 
tered for the Western Union about a year ago as lobbyists and put 
down our fee, and here is a great big editorial in a number of the 
newspapers saying, “Oh-ho, these birds are not practicing law. They 
ure lobbying.” 

So that I wish you would change that. They gave our fee and 
everything else. ‘They gaveuus all of that publicity. I do not like it. 

Mr. Wuee.er. The press and radio commentators have sold the 
American people on the idea that a lobbyist is something with horns, 
cloven hoofs, and a forked tail. I just wanted to disavow any sort 
of implications of that type. There are good and bad lobbyists and 
indifferent lobbyists, I suppose. 

Mr. Arnowp. Let me then lobby for another bill. Call us legislative 
counsel when we register. 

Mr. Wueeter. They would soon have the same implication of op- 
probrium attached to that term. 

Mr. Arnoup. Well, it is a new term anyway. 

Mr. Grant. Is that all? 

Mr. Hill? 

Mr. Hitt. Mr. Arnold, I was quite interested in the same question, 
of course, that Mr. Wheeler asked about on page 9, where you take up 
the question of the sugar lobby. Since you have explained that, it 
satisfies me. I have another question. 

You are not opposing the Sugar Act, according to your own testi- 
mony here? 

Mr. Arnon. No. 

Mr. Hitz. But what you are trying to get over to this committee, 
and very properly, too, is the percentage in the act in regard to the 
shipping in of this Barbados molasses ? 

Mr. Arnoup. Yes, sir. We have suggested two amendments. The 
one that we prefer is just to define molasses as a product which must 
not, by law, be processed as sugar, having a distinctive color which 
we can test scientifically, and just put it out, and do not call it liquid 
sugar any more. 

The other one, of course, is to change the percentage so that it meets 
the actual conditions in Barbados and Cuba, so that we can get our mo- 
lasses in, and at the same time in the interest of the fears, if I may say 
that now, that we have the lobby question here, appease the fears of 
the sugar lobby and I do not mean that opprobriously. You can do 
that by limitation. Congressman Hale has suggested a limitation— 
I am not an authority on this—31% million gallons of between 5 and 6 
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percent impurities added to the present supply, which would more 
than take care of the present ae he I am told that that statement 
is true. 

Mr. Hut. I might ask this question. I was quite interested in Mr. 
Hale’s testimony. I happen to be a member of the Select Committee 
on Small Business. It seemed to me that Mr. Hale himself, if I remem- 
ber how he said it, he said between 5 and 6 percent. That was quite a 
strong statement to me, because I thought all of your testimony had 
been that-you could not do business or continue to do business under 
6 percent, is that correct? 

Mr. Arnotp. We have to get over 6 percent. That is, 6 percent of 
impurities. That is what we must have. 

Mr. Hitz. That is the present law. 

Mr. Arnovp. That is the present law. Now, we want to get it over 
5 percent of impurities, 

Mr. Hitt. That is what you would like to have? 

Mr. Arnot. That is what we would like to have. Congressman 
Hale suggested a limitation on the impurities between 5 and 6 percent, 
whicli would be approximately 314 million gallons which I am in- 
formed would take care of the present market. 

I imagine that his constituents are having more trouble than we 
are. I do not know this. That may be because they do not have the 
research facilities to be sure that they are getting it above 6 percent. 

Mr. Wueeter. Will you yield there? 

Mr. Hix. Yes. 

Mr. Wueeter. On page 4, the definite statement is made that, “we 
cannot do business under these hazards.” That is relative to your 
question. 

Mr. Hitz. That is right. That is what the statement states. I 
think the same statement was made by Mr. Staples. Let me ask this 
question. What has happened down at Barbados so that you cannot 
meet the 6 percent requirement? You mentioned that it is hard to 
get now. When was it easy to get? 

Mr. Arnotp. What is happening is this, the Barbados people with 
their heavy population are trying to improve the quality of their 
sugarcane. They are succeeding in achieving that improvement of 
sugarcane. So it is becoming harder and harder to get poor sugar- 
cane. You might say this was an act for the encouragement of depre- 
ciating the type of sugar cane in Barbados. They like to have good 
cane. That is our difficulty. 

Mr. Hux. You think that would put this committee on record of 
favoring poorer quality crops anywhere? 

Mr. Arnon. Well, that is the actual effect of this thing. We are 
hunting for poor cane. 

Mr. Hix. Well now, let us go just a little further. The thing that 
interests me is this: You would be happy at 5 percent and this par- 
ticular law says 6 percent. Do you know how many years you have 
been operating under this particular 6 percent provision ? 

Mr. Arnon. Since 1941, I believe. 

Mr. Srapres. No, since 1937. 

Mr. Hix. That is about 14 years. 

Mr. Arnotp. Yes. 

Mr. Hix. In that time you have not had anybody go broke, have 
you, or had any little plants closed up? The record speaks for itself. 
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Mr. Arnoxp. We have survived. It becomes increasingly a ques- 
tion of business judgment which I do not want to answer here. I 
do not want to see the stock all go to pieces, but it becomes in- 
creasingly dangerous for this business and for others. 

Mr. Hitz. Has your stock been going down lately on the board? 

Mr. Srarres. I think it has. 

Mr. Hix. All stocks have. 

Mr. Arnotp. Yes, all stocks have. It is a very closely held stock. 

Mr. Hutz. Let me ask you this question. I think this comes from 
good authority. Of course, I can quote it to you, that is, who they 
are, but your first 6 months’ statement for 1951 showed up pretty 
well. Do you happen to be familiar with that ? 

Mr. Arnoxip. I would have to ask. 1 think Mr. Staples is familiar 
with that. 

Mr. Sraptes. I think I can answer that. 

Mr. Hirx. Do you do pretty well? 

Mr. Sraptes. I can answer that question and say that the majority 
of that money came from our sugar business. We did all right. 
We did very well, as a matter of fact. I repeat, the majority of 
that came from our sugar business, in other words, the first 6 months 
of our fiscal year with the last 6 months of 1950 was all right. When 
the Korean War broke out many people became afraid that they 
were not going to be able to get sugar. There was a real panic 
up around New York. I do not know about other sections of the 
country. The result was that there was a great demand for sugar, 
not that the price was increased exorbitantly or anything of that 
kind, but we were able to market sugar much better, considerably 
much more economically than we had before, because we did not have 
to put a lot of it in the warehouse and rehandle it, and so forth. 
I can very conscientiously say that the good earning record of the 
first 6 months of our fiscal year, which was the last 6 months of 1950, 
“ame as the direct result of that. 

If I may, I should like to say this. You have raised a point on 
this 6 percent, and I would just like to explain a little bit why there 
has been a change. The fact that the island of Barbados is very 
heavily populated, they had an agronomist down there—I believe that 
is the correct term—whose duty it was to improve the variety of cane 
in Barbados, so that they would get a greater yield of sugar. When 
they got that greater yield of sugar there were fewer impurities in it. 

If you will recall, in my statement I quoted a cablegram from Sir 
Joint Saint. He was knighted. He was the agronomist who was 
knighted as the result of the work which he did in improving the 

variety of canes, which has brought about this change in the situation 
which made it much more difficult to get molasses testing over 6 per- 
cent than it used to be. 

Mr. Hiix. But the facts are that if your company would continue 
to make the same money in the last 6 months of 1951 as it made the 
first 6 months of 1951, you would only be making four times more 
than you made in 1948? You cannot come here and tell me that you 
are in bad shape as a small business. I think that is kind of bad, be- 
cause that would be trying to lobby us down a blind alley or street, with 
the river at the end, where we would all fall in on our faces. 

- Mr. Arnoxp. Let me explain that. 
Mr. Hut. That is not quite right. 
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Mr. Arnoxp. If we were forced to go entirely into the sugar-refining 
business, we might make twice as much money out of sugar as out of 
molasses, 

Mr. Hixxi. Then you should not be finding any fault with the sugar 
people. 

Mr. Arnoxp. We believe that our molasses business is a business 
which should not be destroyed. And we also believe that people with- 
out our resources and alternatives will be hurt very much worse than 
we would. 

Mr. Hixx. Let me ask you another thing. You see what I am 
trying to do is just to bring out the actual facts. I noticed that Mr. 
Staples cried over a little town in North Carolina, and rightly so, and 
also Boston. It is not a little town. They had a pretty good crowd 
there last night, as you will notice. But he cried over North Carolina. 
I suppose he did that—I am sorry the chairman is not here, because 
1 am sure that the chairman would start fighting right away for any- 
thing from North Carolina, and I am for that—that is why I am for 
these lobbyists, so long as they try to tell me that it is not molasses 
cookies that will suffer, if we do. I like the cookies, too. I will tell 
my good friend, Mr. Staples, that I have tried some of those molasses 
cookies and the molasses that he sent us. I tried it on hot cakes that 
my wife knows how to make, and they were very good. 

To get back to putting small business out, I checked up on that North 
Carolina plant. If you know, Mr. Arnold, tell me how many people 
it employs. You have to keep this thing on an even keel so that we 
know what we are talking about. 

Mr. Arnovp. It employs about 75, with the salesmen. How many 
people are involved in the importation in Wilmington, I do not know. 

Mr. Sraries. Our plant in Wilmington is small. It is a molasses 
plant. Due to the fact that molasses is handled in pumps and pipe- 
lines, and so forth, it does not employ a large number of people. 
As a matter of fact, in the plant itself I would say that there prob- 
ably are not over 30 people. 

Then we have salesmen. We have molasses distributors, and so 
forth. I would say that they total about 200 people all told that 
are affected one way or another by that plant. 

Mr. Hitz. You include all of them, the outside salesmen and all? 

Mr. Srapies. The salesmen throughout North Carolina and South 
Carolina, and so forth. 

Mr. Hitz. The thing I wanted to bring out here is that this com- 
mittee is not going to be a party to putting anybody out of business. 

Mr. Arnotp. I am glad you gave me the opportunity to clarify 
that. I think, and we believe, that this will make a serious question 
of whether we should continue in the molasses business. No one, of 
course, knows the future. We might take our money and put it 
in the stock market and make 10 times as much money, or we might 
go into the turpentine business and make 10 times as much money. 
In North Carolina, it will not put out a large plant, but a plant out 
of business. We cannot be sure, but you have heard the sugar people 
quite justifiably say that they have to plant their crops, = they 
want to know. 

Mr. Hix. That is right. 

Mr. Arnorp. That is our situation. I think we are in more peril 
than they are. 
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Mr. Hix. But you have been doing business. You know, there 
is a lot of ingenuity in many of these companies. I do not think 
that American Molasses Co. is without that ingenuity. I think they 
show very plainly that they have men in their company who can keep 
abreast of the times. I do not believe for one minute that 1 percent 
is going to put you out of business. That is the only thing I want 
to clarify. 

Mr. Arnotp. Not out of business; no. 

Mr. Hix. I still think you will be in the molasses business. And 
that Mr. Staples will still be spreading good cookies and candy 
around, because you will have to find a way to do so. 

Mr. Garurnes. Will you yield to me? 

Mr. Hitu. Yes. 

Mr. Garurnes. I just do not believe that the gentleman from Colo- 
rado is on sound ground when he talks about a little package of 
cookies that have been sent the members of the committee. 

Mr. Hii. You do not like them? If so, send them over to my 
office. 

Mr. Garurnes. The American Molasses Co. has presented some 
photostatic letters from these various cookie and confectionery houses 
over the country. I think that just one little package of cookies that 
might have come from the Sunshine Bakeries is not in any way going 
to prejudice my mind one way or the other for or against the American 
Molasses Co. I think that that little package of cookies that they 
sent around, as a matter of fact, would be worth very little. 

I think we ought to know just the type of product, since we have 
heard the testimony, that molasses goes into. I do not think that 
the American Molasses Co., when they sent them around, did so as 
any gesture to lobby us into supporting this 1 percent. 

Mr. Hi. Did you get the idea that I objected to the cookies ? 

Mr. Grant. I think the only objection Mr. Hill has is as to the 
little box. He several times said that it was a little box. 

Mr. Hitt. I frankly confess to you that it did not have any effect 
on me, either way, except that I appreciated its goodness, like I 
would a nice tie or a Christmas gift. I took it in that order. I 
thought you were trying not to influence this committee one single 
bit, but to show us what kind of products you put out. 

And I do not think anyone in this committee would criticize you 
1 minute for that nice box of candy, nor did I, for the nice sirup. 

Mr. Wueecer. Will you yield? 

Mr. Huw. Yes. 

Mr. Wueerer. Something has been said here about the pessibility 
of driving some small businesses out of existence. I would like Mr. 
Arnold to define for me—I have already asked him to define what 
a lobbyist is—the meaning of that term and to draw the line for me 
between big business and small business. 

Mr. Arnorp. The only line that can be drawn is to look at the 
industry and see who the large people are and who the small people 
are. 

A small business in steel, of course, would be a big business in the 
retail grocery business. 

I was always, when in the Antitrust Division, attempting to define 
that. That is, when called upon to define big business and small 
business. And I was never able to do it other than to say that where 
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you see an industry which is dominated by a few concerns and other 
concerns are apt to be pretty much at the mercy of the large ones, 
I would call concerns in that situation small business. 

Mr. WHEELER. Since it is a sort of comparative thing, is it not true 
that the American Molasses Co. could be defined as big business in 
this field? 

Mr. Arnoxp. Big business in molasses, small business in the sugar 
field ; yes. 

Mr. Wueetrr. There is one other thing I would like to ask you to 
clarify. You made some reference a moment ago to the possibility 
of going into the business of turpentine. That is, if you got run out 
of the molasses business you would go into the turpentine business ? 

Mr. Arnoip. That just popped into my head, because I happen to 
represent some turpentine farmers in Georgia. 

Mr. Wueeter. | happen to know that and that is why I wanted to 
pin that down. I wondered if there was some “collusion” between 
the molasses and the turpentine people. 

Mr. Arnovp. Only that they co been foolish enough to retain the 
same counsel. 

Mr. Grant. The gentleman wants to invite you to Georgia, if you 
are going into the turpentine business. 

Mr. Hit. I have just one other question. I want to see if I under- 
stood you correctly in your testimony. You are not finding fault with 
the Department of Agriculture in the attitude it is taking toward the 
American Molasses Co. ? 

Mr. Arnotp. Yes; we confidently expected that the Department of 
Agriculture would accede to what we thought was our very reason- 
able representations. We do not think that there is anything in Mr. 
Myers’ testimony that justifies what we consider that. Now I am 
finding fault to that extent. Perhaps I should say I am finding a very 
intense disagreement. 

Mr. Hitt. The thing I want to get is this, you are not considering 
him unfair from the standpoint that he did not listen to your 
argument ? 

Mr. Arnowp. No; he listened. 

Mr. Hitt. That is, to provide you with an opportunity to give them 
the information that you had on this matter. 

Mr. Wueeter. You say he yielded to the sugar lobby. Do you say 
that? 

Mr. Arnorp. I would rather not. 

Mr. Stapies. We do not say that. 

Mr. Arnoip. We want to get along with Mr. Myers. He agreed 
with them anyhow. If that is yielding to them, why he did. 

Mr. Wueeter. That was a poor choice in words; I agree. 

Mr. Srartes. We have heard a lot about these boxes. So may I just 
say this: I also wish to thank Mr. Gathings for his remarks on the 
boxes. These boxes, which represented a material value, possibly of 
some two or three dollars—I do not know—represent articles that we 
are not in the business of making, but we do have a candy-testing 
laboratory in our New York office where we are working up recipes 
and new ways to make foods containing molasses. 

At the hearing several weeks ago, several of the members of this 
committee were interested in my remarks about molasses cookies, and 
so on and so forth. And something to the effect that they had for- 
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gotten what they tasted like, and I said, “Let us see if we cannot 
refresh your recollections and your memories.” So that is the basis 
on which we sent this very small box around to the committee 
members. : 

Mr. Wueeter. If any member of the committee objects to the free 
receipt of those cookies, I take it that you would not object to receiving 
payment for same. ; 

Mr. Srapies. No, no. Or you can return the box. I will use it at 
home. 

Mr. Grant. Are there any further questions / 

Mr. Garuines. Mr. Chairman, I would like to know whether or 
not you have any figures as to just what this 1 percent would really 
mean in dollars and cents and in gallons. This particular Barbados 
molasses is a good-flavored molasses and the people in America want 
it. That is, in the South. 

Mr. Sraries. It might mean nothing; in other words, our object is 
to bring in good Barbados molasses that could be obtained containing 
6 percent soluble nonsolid sugars. That is what we want to continue 
to bring in. If, however, we had a cargo that we bought down there, 
which we honestly tested ourselves in our laboratory, and it was 6.1 
percent on the test and we would bring it in, when the customs 
got it, they might find that it was 5.7 and then we would have to 
manipulate it as mentioned in my statement and add an inferior prod- 
uct to it, so that we could no longer sell it as our fancy brand. This just 
gives us a little leeway and takes a little of the hazard and a little 
bit of the gamble out of the business. That is all. 

Mr. Wueeter. Is it true, then, Mr. Staples, assuming that the cane 
growers in Barbados were to continue to improve the quality of their 
cane, that, say, 3 or 4 years from now you might need to have this 
5 percent lowered to 4 percent ? 

Mr. Sraptes. I doubt that very much. I think the 1 percent would 
give us enough latitude to last for many, many years. Other factors 
besides cane varieties come into it also, which have a bearing. That is, 
things over which no planter has control, and over which we have no 
control, but that is the weather, the amount of rainfall, the amount of 
sunshine—all of those things affect the purity of the cane juice. 

Mr. Wuee cer. I understand one of the chief reasons for the neces- 
sity of lowering this percentage from 6 to 5 percent was based on the 
fact that the cane growers in Barbados had improved the quality of 
their cane in the relatively last few years. 

Mr. Sraptes. That is right. 

Mr. Wueeter. I was wondering whether or not, if they continued 
to improve it, it might necessitate the further lowering of this per- 
centage ¢ 

Mr. Sraries. In my opinion, not. In my opinion, this would take 
care of us for my lifetime, anyway. 

Mr. Wueezer. You do not think they will improve that fast ? 

Mr. Staptes. No, sir. 

Mr. Grant. Are there any further witnesses? 

Mr. Arnowp. Yes, we do have. There is one thing I want to add 
which may not be entirely clear. We do not sell Barbados molasses 
or Cuban molasses as a product. Our molasses is a blend of Barbados 
and Cuban molasses and you cannot get the distinctive flavor without 
both. And we also add Louisiana molasses. 
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Mr. Wueecer. What percentage of Grandma’s is made up of Bar- 
bados? 

Mr. Sraries. That is a trade secret. I would not aswer that. Many 
people would like to know that. 

Mr. Grant. We will hear from your next witness. 

Our next witness is Mr. Harding. 


STATEMENT OF FRED H. HARDING, AMERICAN MOLASSES CO. 


Mr. Harptne. My name is Fred H. Harding. Iam at present plants 
manager of the American Molasses Co. and am in charge of technical 
research. I have been employed in the sugar-refining and molasses 
industries for over 20 years. I am a graduate chemical engineer, a 
member of various professional societies. 

The American Molasses Co. is proposing alternate amendments 
to the Sugar Act designed to remove the hazards which now confront 
importers of West Indies molasses and yet at the same time cause no 
interference or harm to the various persons controlled by the act. 
In addition, we have tried to allow latitude for present and potential 
competitors to operate. 

With the quota limitations suggested by our proposed amendments 
either with respect to the total quantity of edible molasses as defined 
or with respect to that quantity of molasses allowed between 5 percent 
and 6 percent soluble nonsugar solids, and the prescription of further 
processing, it is obvious that there can result no competition to the 
sugar industry. Whether the quota be fixed at 10,000,000 gallons or 
6,000,000, the quantities of sugar involved are insignificant. 

We believe that our opponents are entirely mistaken in their con- 
tention that edible molasses competes with sugar. I shall show that 
it is not commercially feasible to make white, brown, or liquid sugars 
from edible molasses which will be comparable or competitive with 
the types of these materials produced in the United States of America, 

The juices obtained from sugar-bearing plants are impure solutions 
of sucrose. To manufacture refined sugar containing 99.92 percent 
sucrose from these juices, almost all color and impurities must be 
removed. Refined sugar is widely used because it can be obtained 
almost chemically pure and is almost colorless in solution, Liquid 
sugars are similar but often have to be of even greater purity in 
respect to some elements than white refined sugar. Just as important 
as chemical purity is the fact that refined sugars and liquid sugars have 
no odor or flavor, or they should not have. 

Brown or soft sugars are made by cane-sugar refiners and differ 
from refined or liquid sugar in that they do contain varying amounts 
of impurities and have color, flavor, and odor. These impurities 
come from the raw sugar which has undergone a number of processes 
such as lime clarification and vacuum crystallization in the raw-sugar 
mills. ‘The raw sugar has been further purified by the continental 
refiners by other processes, particularly decolorization with bone char 
or active carbon. All this processing removes or alters the original 
natural flavor and aroma but gives the brown sugar distinctive pleas- 
ant characteristics of its own. West Indies molasses is mianitae to 
brown sugar in that it contains sugar and impurities. But, funda- 
mentally the two are entirely dissimilar foods for the elementary 
reason that they taste differently. Lobster and squid are both sea 
foods. I would not accept one as substitute for the other. 
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Purification of cane juice to produce refined sugar or liquid sugar 
depends essentially on crystallization of sucrose. Water will dissolve 
a little more than twice its weight of sucrose at normal temperatures. 
Such solutions of sucrose are readily subject to the action of yeasts 
and bacteria and will ferment or spoil. Cane juice having mineral 
matter and other nutrients will ferment more easily. This is one 
reason why raw sugar is shipped in bags and has its moisture content 
varefully controlled ; otherwise, it would be partially destroyed. Solu- 
tions containing more sucrose will separate crystals. If, however, 
half of the sucrose present in the cane juice is changed to invert sugar— 
a mixture of two less complex sugars—balanced solutions of greater 
density, containing sugar and water in the proportion of 4 to 1, can 
be prepared which may be safely shipped by barrel or tanker. This 
is the means we use, but it must be noted that the change of sucrose 
to invert sugar is irreversible and once we have taken this step we 
‘annot obtain commercial quantities of crystalline sucrose. Fifty 
percent of the commercially valuable sucrose has been destroyed 
and the remainder is held in solution by the invert sugar, and, there- 
fore, white refined sugar or brown sugar, which are crystalline, cannot 
be made from edible molasses. 

One last point with reference to the alleged competition between 
West Indies molasses and white and brown sugar. The cost to the 
manufacturer on a contained sugar basis of molasses is 11.4 cents 
per pound as contrasted with the current price of 8.75 cents per pound 
of white sugar and approximately 8.1 cents per pound of brown 
sugar, depending upon the grade. If the products were interchange- 
able, as is claimed, there would be little reason why a baker should ever 
buy molasses. 

Liquid sugars are finding great use in the United States because of 
their high purity and also because of ease of handling. They also 
may be prepared in a variety of proportions of sucrose and invert 
sugars, as well as pure sucrose. ‘To convert edible molasses having 
over 5 percent impurities, considerable color, and heavy aroma and 
flavor, to any of the commercial grades of liquid sugar would, by the 
terms of the act, require payment of the excise tax and would cost 
so much that the process would be a laboratory experiment rather than 
acommercial venture. If this were not so, large quantities of molasses 
at 6 percent soluble nonsugar solids would already have been imported 
for this purpose, for if it could be done for 5 percent, it could also be 
done for 6 percent. 

All of this discussion has been academic as it all involves further 
processing, Which we have specifically recommended to be prohibited 
by the new act. 

I believe that the letters presented to the committee from some 
of the largest manufacturers, such as General Mills and National 
Biscuit Co., demonstrate neutral parties’ opinions as to the lack 
of competition between our products and those of a sugar refinery. 
I would like to add to these, several letters from noted home 
economists. 

I have photostatic copies of the letters from Parents’ Magazine, 
signed by Blanche M. Stover, the food editor, one from Ida Bailey 
Allen, who happens to be a food consultant. Another one from Ann 
Williams-Heller, who is a nutrition and food consultant. Another one 
from the Woman’s Home Companion, signed by Dorothy Kirk, food 
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editor. I would like to read a few excerpts from the last letter, the 
second paragraph : 


It would be impossible to substitute molasses for brown sugar or brown 
sugar for molasses in most recipes. For instance—butterscotch sauce, Pe- 
noche, a kind of brown sugar fudge, and brown sugar brittles—would be 
different products if molasses were used. 


The other letters contain similar statements. I should like to 
submit these for the record. 


Mr. Grant. That may be done. They will be included in the 
record, 


(The photostatic letters referred to are as follows :) 


PARENTS’ MAGAZINE, 
New York 17, N. Y., July 16, 1951. 
AMERICAN MOLASSES Co., 
120 Wall Street, New York, N. Y. 

GENTLEMEN : I have been informed that there is existing a controversy which 
claims that molasses competes with brown and white sugar. As the food 
editor of Parents’ Magazine, I wish to state that this claim is absolutely untrue. 

Molasses has its own distinctive flavor and is used in dishes in which the 
molasses flavor is desired. There is no other food product which will dupli- 
cate it. 

Without molasses we would be deprived of many of the old traditional Amer- 
ican dishes, such as molasses gingerbread, molasses cookies, Indian pudding, 
and Boston baked beans, all of which are as American as America itself. 

As food editor of Parents’ Magazine, I am always conscious of foods which 
contribute to the essential nutrients in the diet. Molasses rates high on this 
list. It contributes iron and calcium, both of which are essential in large 
quantities, particularly in the diets of women and growing children. 

I wish to state again that molasses and sugar (brown or white) are not inter- 
changeable in recipes. 

Sincerely yours, 
BLANCHE M. Stover, Food Editor. 


New York 18, N. Y., July 13, 1951. 
The AMERICAN Movassss Co., 
120 Wall Street, New York 5, N. Y. 

GENTLEMEN: I understand that in a controversy relating to the revision of 
the Sugar Act of 1948, it is claimed that molasses competes with both brown and 
white sugar. As the author of 44 books on food and cookery, with 14,000,000 
now in use in kitchens of this country, I wish to state that nothing could be 
farther from the truth. 

Molasses cannot be used as a substitute in recipes calling for the use of sugar, 
because of its high moisture content; sugar is crystalline, and contributes no 
moisture. That is why 1 pound of white sugar contains about 1,748 calories; 
1 pound medium cane sulfured molasses contains 1,054 calories; and 1 pound 
of unsulfured Barbados molasses contains 1,230 calories. 

Molasses contributes a flavor all its own; it cannot be duplicated by sugar or 
any other product. 

This molasses flavor is the secret of the distinctive and heloved taste of hun- 
dreds of traditional American dishes, used in this country for generations, such 
as Indian pudding, Boston baked beans, and Boston brown bread, to name a 
few. Brown sugar does not have the same flavor as molasses, and cannot be used 
in place of molasses. 

Molasses rates high in minerals needed in the national diet—specifically iron 
and calcium; these have been refined out of white sugar, and to a large extent 
from brown sugar. 

To limit the sale of, or to restrict the sale of molasses in this country would, 
in my opinion, strike at the very roots of traditional American cooking. 

Very truly, 


Dr. IpA BaILey ALLEN. 
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, New York 21, N. Y., July 13, 1951. 
AMERICAN MOLASsEs Co. 
120 Wall Street, New York 5, N. Y. 

GENTLEMEN: This letter is in reference to our recent telephone conversation 
relative to a claim that has been made which states that molasses is interchange- 
able with brown or white sugar in recipes. 

As the author of five American cookbooks; as an international lecturer on food, 
nutrition, and dietetics; as a former consultant in the Department of Agriculture 
in Vienna, Austria; and as a former faculty member of the London College of 
Dietetics, London, England, I wish to refute this statement. 

It is absolutely impossible to make molasses gingerbread, molasses cake, mo- 
lasses cookies, or molasses candy with either brown or white sugar. The flavor 
as well as the color would be entirely different. I cannot imagine a molasses 
sake being made with brown or white sugar any more than I can imagine a 
beautiful white coconut or angel-food cake made with molasses. 

Molasses has its own definite characteristic flavor and is a food within its own 
right. It has a definite place on our list of food products. 

I wish to go on record as saying that molasses cannot be substituted for brown 
or white sugar in any recipe with equal results and vice versa. 

Sincerely yours, 
ANN WILLIAMS-HELLER. 


Woman’s Home CoMPANION, 
New York 19, N. Y., July 9, 1951. 
Mr. GEORGE ANDERSON, 
Dudley, Anderson & Yutzy, 
051 Fifth Avenue, New York, N.Y. 

Dear Mr. ANDERSON: In your telephone conversation the other day you said 
some claim molasses and brown sugar to be “completely interchangeable” in 
recipes. As food editor of the Woman’s Home Companion and author of the 
Companion Cook Book, containing 2,600 recipes, I want to say that this state- 
ment is certainly not correct. 

It would be impossible to substitute molasses for brown sugar or brown sugar 
for molasses in most recipes. For instance, butterscotch sauce, penuche—a kind 
of brown sugar fudge, and brown sugar brittles—would be different products if 
molasses were used. 

After all, we use molasses when we want a molasses flavor: Soft molasses 
cookies are a good example, and brown sugar would not be a suitable substitute. 
Then, too, substitution of one for the other would throw the formula completely 
off and perfect results could not be guaranteed, which of course would be a 
serious matter for the home cook. The statement that these two ingredients 
are interchangeable is therefore wrong. 

Sincerely yours, 
DorotHy Kirk, Food Editor. 

Mr. Harprna. I should like to make reference to Mr. Myers’ testi- 
mony that the production of refiners’ sirup increased eightfold during 
the last war and was used as a sugar substitute. It was a substitute 
for sugar in the same sense as sleeping on a park bench is a substitute 
for a comfortable bed at home. It was used to supplement rationed 
sugar. It was not a substitute in any sense for the molasses we import 
from Cuba and Barbados. As refiners, we manufactured refiners’ 
sirup during the war years when importations of molasses had prac- 
tically stopped. In spite of having our own supply of refiners’ sirup, 
we had to discontinue the manufacture of our largest commercial 
blend—Grandma’s—for 3 years because no substitute was found for 
the West Indies molasses used in this blend. 

On several occasions reference has been made to the report by 
Congressman Fulmer, of the Committee on Agriculture, to the House 
of Representatives in connection with the 1941 extension of the act— 
Seventy-seventh Congress, first session, Report No. 1430—in which 
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Mr. Fulmer recommended that the appropriate figure dividing sugar 
from molasses should be increased from 6 percent to 8 percent. I 
should like to lay the ghost of the Fulmer report for once and for all. 
Mr. Fulmer apparently believed that the purpose of the 6-percent 
test was to distinguish between edible-sugar products and inedible 
products of the sugarcane. In this he was entirely mistaken. The 
purpose of the division was to separate sugar in its various forms 
from edible molasses. The conclusive proof of this is that molasses 
used for animal feed and alcohol production is specifically exempt 
from the operation of the act by section 212. Only edible is affected 
by the 6-percent measure. 

Mr. Fulmer also estimated that during 1941 liquid sugar contain- 
ing more than 6 percent soluble nonsugar solids had been imported 
and had displaced other sugars in an amount estimated at 40,000 
tons. This figure includes both liquid sugar testing under 6 percent 
nonsugar solids subject to the Sugar Act, as well as edible molasses 
testing over 6 percent, and the former is by far the predominating 
quantity. The Fulmer report in this respect is irrelevant and entirely 
misleading. 

In conclusion, I wish to reiterate one point which was made by 
Mr. Staples, namely, the American Molasses Co. does not wish to 
open the floodgates to any product which will compete with sugar. 
We ourselves are also sugar refiners, and for the protection of our 
own interests we desire no amendment to the Sugar Act that will 
endanger the economic position of sugar. Our proposal has been 
carefully considered from this point of view, and we confidently 
believe that it will in no way affect the sugar industry of the United 
States. 

Mr. Grant. Thank you, Mr. Harding. Are there any questions? 

Mr. McCarrny. You say that at the present time about 16 percent 
of your cargoes are rejected / 

Mr. Harpine. Since 1937 the total was 16 percent of 80 cargoes, 
I believe, that we have imported. 

Mr. McCarruy. And, on the basis of reprocessing or getting rid 
of cargoes which were rejected, considering the 1 cent of tariff and 
excise, vou would stand to lose on every cargo? 

Mr. Harprng. This is a natural product. It retains its natural 
aroma and flavor. We have gone into that at some length. 

Mr. McCarrny. I understand that. The question is, You would 
lose financially ? 

Mr. Harptne. We could not refine it. We cannot refine it. We 
have to debase it. 

Mr. McCartuy. What do you do with it at the present time; how 
do you dispose of it? 

Mr. Harprne. We have been allowed to add, say, blackstrap or some 
material that contains enough nonsugars to bring up the total non- 
sugars for this cargo to the desired point of 6 percent. The difficulty 
is that you no longer have edible molasses that can be sold as a fancy 
blend. We have to sell that at a lower price for different purposes. 

Mr. McCarruy. And you lose money on it? 

Mr. Harpine. That is right. 

Mr. McCarruy. Do you lose more if you have to pay the tariff 
and the excise ? 
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r Mr. Harpine. That is right. 

l Mr. McCarruy. Than you do now? 

. Mr. Harprne. We lose money either way on that deal. 

t Mr. McCarruy. You would lose more if the percentage is lowered? 
e Mr. Harprne. If the percentage is lowered, why then we will have 
e no difficulty at all on it. 

S Mr. McCarruy. The rejection rate, you think, will increase? 

s Mr. Harprne. That is right. The difficulty is the method of anal- 
t yses. When you want something analyzed as a chemical engineer or 


1 chemist, you expect accuracy in the chemical analysis. This may be 
10 percent off. The 6 percent may be six-tenths of 1 percent off. It 
- is an elastic ruler. That is what it actually amounts to. 


d Mr. McCarruy. Some of the members of this committee have gone 
0 on record to insure a profit on every item of agricultural commodity 
t which is processed, which might strengthen your case. Let me ask 
s ' you this question: Do you expect that there will be any great increase 
y in the volume or amount of molasses that will be used in the years 
y to come? 

Mr. Harprne. I do not think so. I think it is a little bit like pista- 
y chio ice cream. A certain number of people eat it. I do not think 
Oo if you let all of the pistachio nuts in free of charge that there would 
rh be more people eating it. We expect a normal increase in business 
r due to increased population and maybe better recipes. We think we 
i have a right to look forward to expanding the business in the normal 
n : ways, but I do not think there will be a tremendous increase. Every- 
y body will not start eating molasses cookies because it comes in at 
d 5 percent instead of 6 percent. 


Mr. McCarruy. Nothing to seriously interfere with the sugar in- 
7) dustry ? 


it Mr. Harpine. We cannot for the life of us see that it competes. 

These recipe books indicate that we actually increase the sale of re- 

5, fined sugar, because we improve the taste. Refined sugar has nothing 

but sweetness. I do not think you would sell much refined sugar if 

d there were not a lot of other flavorings, such as vanilla and molasses 
d and a number of other things. 

Mr. Garnuineés. Do you anticipate an all-out fight from the sugar 
al industry to change this percentage from 6 to 5? Do you think you 
may not be overemphasizing the importance of this change ¢ 
id Mr. Harpine. Not to us. I do not think I am overemphasizing. I 

did not get the drift of your question, perhaps. 
Te Mr. Garuines. I just wondered why all of the clamor here by the 


American Molasses Co., which to me looks like it is an insignificant 
w matter. 
Mr. Arno.p. I can probably say more about that. I was present in 


18 the negotiations. We have been unable to persuade the sugar industry 
1- to go along with us. We have been told by the Department of Agri- 
Yy culture that that was necessary before the Department of Agriculture 
V would recommend it. 


ov 


We certainly hope we will not get an all-out fight. We do not 
understand why there should be one. We do not understand why we 
are bothering this committee and taking up their time. It seems to us 
ff so insignificant. 

Mr. Harprna. It is merely a change in the definition of the whole 
act, one single little definition ; that is what it amounts to. 


86197—51—ser. j———16 
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Mr. Grant. Are there any further questions? Do you have any 
further witnesses ? 


Mr. Arnotp. No. I see that Mr. Thompson is not here. We have 
nothing further unless someone has a question of Mr. Jackson. We 


have been holding him over to meet any questions which Mr. Staples 
could not answer. 


Mr. Grant. That is a rather technical paper, I believe. 

Mr. Arnoxtp. We will file it at this time—that is, Mr. Jackson’s 
statement—if we may. 

Mr. Grant. Without objection, it may be done. 

(The prepared statement of Andrew A. Jackson, American Mo- 
lasses Co., is as follows :) 


STATEMENT OF ANDREW A. JACKSON ON BEHALF OF AMERICAN MOLASSES Co. 


My name is Andrew A. Jackson. I am chief chemist for the American Mo- 
lasses Co. I am a member of American Chemical Society, a member of United 
States National Committee on Uniform Methods of Sugar Analysis, and a member 
of New York Division of Cereal Chemists Association, and have been actively 
associated with the sugar and molasses industry for a period of 27 years. 

If we refer to section 101 (f) of the Sugar Act of 1948, we find the term 
“soluble nonsugar solids” used to describe materials which are present in sugar- 
bearing products, which in themselves are not sugars. 

In order that this term may be clear, it might be advisable to know what these 
soluble nonsugar solids consist of. 

When sugarcane is milled or put through metal rollers, the juice is extracted. 
Lime and in some cases other clarifying materials are added to raw cane juice 
and then heated to almost the boiling point. This causes a separation of 
flocculation of the impurities, which are then removed. The clear cane juice is 
then run to kettles or tanks, and some of the sucrose is inverted to give a balanced 
product. It is then evaporated to high density (about 80 percent solids). This 
resultant cane molasses contains not only sugars but the soluble materials which 
did not come out at the clarification stage. Except for some of the lime and ether 
materials used in clarification, this molasses contains natural gums, minerals, 
vitamins, and the anti-oxidants which were present in the original cane itself 
and which have been carried over into the ultimate stage as part of the molasses 
and which, therefore, constitute the soluble nonsugar constituents. 

The percentage of these soluble nonsugar solids based on the total solids in 
the molasses made from clarified cane juice will vary from one season to the 
next, depending upon soil conditions, seasonal conditions (dry or wet), and 
varieties of sugarcane being used. 

We therefore find some years in which this soluble nonsugar value falls near 
the 6-percent border line. We therefore must have means of determining this 
6-percent line with extreme accuracy. 

At present we find that the value of 6-percent soluble nonsugar solids, as 
given in section 101 (f) of the Sugar Act under title I, is a maximum arbitrary 
value which cannot be exactly determined by the combined use of any of the 
recognized and accepted methods of analysis for total soluble solids, sucrose 
clerget, and reducing or invert sugars. 

This fact is acknowledged in (U. S. C. L. No. 5025) United States Customs 
Laboratory Methods approved February 9, 1949, by John F. Williams, Chief, 
Division of Laboratories. This mimeographed report on methods of analysis 
shows that the value of precisions for sucrose is +0.36 and for reducing sugars 
is +0.21, which in itself shows that the 6-percent point of the Sugar Act cannot 
be determined with any degree of accuracy. This indicates that a sample of 
an edible molasses containing 6.01 percent of soluble nonsugar solids might 
be shown by actual analysis using the United States Customs methods to contain 
as low as 5.48 percent or as high as 6.57 percent soluble nonsugar solids. There- 
fore, on the United States customs data, it is definitely not possible to establish 
an exact value of 6 percent. The errors in analysis as admitted in United States 
Customs Laboratory Methods (Rept. No. 5025) are verified to a great extent by 
the paper or report on Errors in the Sampling and Analysis of Cane Molasses 
presented by Dr. F. W. Zerban (New York Sugar Trade Laboratory, New York, 
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N. Y.) at the fifty-ninth annual meeting of the Association of Official Agricultural 
Chemists at Washington, D. C., October 25 and 26, 1944. 

This report shows the maximum deviation in analysis by two different 
<hemists in the same laboratory to be 0.8 percent for sucrose and about 0.2 per- 
cent for invert sugar on the average. It does not take into consideration the 
even greater degree of error that would have occurred if the analyses had been 
determined by the chemists of two separate and independent laboratories on 
the same identical samples of molasses. 

Over the years, considerable research work has been done on the development 
of methods of sugar analysis to determine the necessary factors with greater 
accuracy, but in spite of this a great number of accepted methods do not give 
sufficiently accurate and reproducible results in the hands of competent chemists 
when used in the analysis of a sugarcane product such as edible sugarcane 
molasses. 

In further vertification of the inconsistency of analytical results likely to be 
obtained by the use of presently aecepted methods of analysis for edible sugar- 
cane molasses, the following analytical results have recently been obtained in 
the laboratories of the American Molasses Co. and by a very highly reputable 
independent laboratory on identical samples: 


Analyses—Hdible sugarcane moiasses 

















| | 
x. : _| Suerose | | Soluble 
Laboratory hos <7-0 le Tot os clerget [invert sugar Total sugar| ae 
|! Pree : 
Percent Percent Percent | Percent Percent 
ee OL Pee ema a eee 1 81. 08 35. 33 40. 80 76.13 | 6.11 
American Molasses Co-_-....------- 1 81.08 35. 00 41.12 | 76. 12 | 6.12 
Independent......................| 6¢ 80. 93 34.87 | 40.73 | 75.60 | 6.59 
American Molasses Co_...----.--- | 6c 80. 78 34.36) 41.08| 75.44 | 6.61 
Independent ._.._....-.-.--.--- oy 7 81. 00 35. 93 | 40. 30 | 76. 23 | 5. 89 
American Molasses Co_....----_-- 7 80. 79 35. 39 | 40. 25 | 75. 64 | 6.37 
Independent... ............-...-.-| 167C 80. 75 35. 63 40. 68 | 76.31 | 5.5 
American Molasses Co-- | 167C 80. 98 35. 14 | 40. 92 | 76.06 | 6. 08 
| 





The molasses sample No. 167C was a blend of Nos. 1-6C and 7 in. the pro- 
portions, respectively, one-fourth and one-fourth and one-half. 

The comparative averages of the samples 1-6C and 7 which went to produce 
167C are as follows for the two laboratories : 





| Comparative soluble non- 
sugar solids 





Independent ee 
laboratory | laboratory 
| ceaae aie 
- | Percent | Percent 
Average of samples Nos. 1-6C and 7 on 4-%4-46 basis___._-.....-....-------- 6.1 }. 37 
NED MR INNEAs db oc «a neeiendd dake Mobis bbb bo ncricdbine iotctt poke a sha ees | 5. 50 6. 08 





The above comparative results show that when the independent laboratory 
analyzed the samples separately, the average of the results obtained gave a value 
of 6.12 which would classify the sample in question as molasses but when an 
analysis was made of the composite, then a value of 5.50 percent or 0.62 percent 
lower was obtained, putting this edible molasses in the classification of liquid 
sugar under the Sugar Act. This is too great a difference to play with when we 
are considering a supposedly exact percentage of 6 percent which determination 
has been taken for granted as a figure that could be determined within an 
accuracy of plus or minus 0.10 as is easily accomplished with granulated sugar. 

The above information proves this assumption to be incorrect and, therefore, 
we should not set a figure of 6.0 percent in the Sugar Act when the margin of 
error in its determination is so great. 

The analyses on these samples by the American Molasses Co. laboratory show 
this molasses to be above 6 percent in soluble nonsugar solids and not liquid 
sugar under the act, but if imported under this assumption, it might easily be 
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classified as liquid sugar if the independent laboratory’s final analysis was 
accepted as a true value. 


It can therefore be seen from the data given here that there is not a legitimate 
point of differentiation at 6.0 percent as given in the Sugar Act. 

It is therefore particularly unfair to the American Molasses Co. and com- 
petitors to test the 6 percent of soluble nonsugar solids by present methods. 
The figure of 6 percent as a critical point is a very difficult figure to ascertain 
as such in the finished product. It is further unfair to require the importer to 
earry the entire risk of having his products rejected because of a slightly dif- 
ferent analysis by a United States Customs laboratory which differs from the 
analysis at the point of origin, which would be Barbados or Cuba. 

Mr. Grant. We thank you very much, 

Mr. Arnotp. Thank you. 

Mr. Grant. We have some other witnesses now. 

We will next hear from Mr. Louis Lang, of the United States Cane 
Sugar Refiners Association. 


STATEMENT OF LOUIS LANG, CHEMIST, THE UNITED STATES CANE 
SUGAR REFINERS ASSOCIATION 


Mr. Lane. Mr. Chairman and gentlemen of the committee, my 
name is Louis Lang. I am a chemist of 30 years’ experience in the 
cane sugar refining industry, and I am familiar with all aspects of 
the refining process and the analysis of sugars and sugar products. 

I would like to qualify myself a little more, which does not appear in 
my prepared statement. I have a master’s degree from Columbia 
University. Lam amember of the American Chemical Society, Ameri- 
can Institute of Chemists, fellow of the American Public Health Asso- 
ciation, and member of the New York Bacteriology Society, and a 
number of other organizations. 

An important part of my work has been conferring with and ad- 
vising industrial users of our products in regard to the use of sugar, 
liquid sugar, and molasses. I represent the United States Cane Sugar 
Refiners Association. 

I am appearing today in opposition to a proposal in effect to amend 
the definition of. liquid sugar set forth in section 101 (f) of the act 
by changing the figure “G per centum or less” to “5 per centum or 
less”. We are strongly opposed to this proposal because it would 
permit the importation of additional liquid sugars which would not 
be charged against any quota. It would pay no tax and yet would 
compete with sugars refined in this country. 

Mr. Garuines. How much would the tax amount to should this 
change be made to 5 percent 

Mr. Lane. If the change is made, then they would not pay a tax. 

Mr. Garatnes. How much in dollars and cents? 

Mr. Lane. The excise tax is one-half cent and the duty is consider- 
ably lower. The duty now is one-half cent on sugar and on molasses 
it would be lower. So it would be considerably over one-half cent 
a pound. 

Mr. Garuines. And how many pounds would be involved ? 

Mr. Lane. They have asked for a quota of 10 million gallons be- 
tween that 5 and 6 percent, which would be about 40,000 tons. I think 
that is about right. 

Mr. Garurines. Could not the figure be just a little high? 
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Mr. Lana. There are about 814 pounds to a gallon, that is, about 
814 pounds to a gallon, that is 814 to 9 pounds per gallon. That is 
85 million pounds of solids, that is, about 40,000 tons. 

Mr. Garurnes. It would not break the Government, you do not 
think, though, do you? 

Mr. Lana. I hope it would take much more than that to break the 
Government; yes, sir. 

Such sugars, merely by being in liquid form, would clearly evade 
the quota and tax provisions of the sugar-control system in effect for 
17 years. 

The product that the American Molasses Co. imports is a simple 
concentrated cane juice, first run molasses, or a mixture of both having 
total sugar content on solids basis of not over 94 percent. The 
solids in solution in this product do not differ too greatly from regular 
commercial raw sugar in total sugars content. Considered from that 
standpoint, it might be interesting to analyze the effect of the Ameri- 
can Molasses Co.’s proposal since it offers a means by which additional 
sugars can be brought into this country outside the restritions of the 
Sugar Act and with the payments of substantially lower import duties. 
This sugar pays no excise taxes. 

The disputed figure of 6 percent in this definition means that any 
liquid material, regardless of whether it is called “molasses,” “cane 
sirup” or “liquid sugar,” is covered by the Sugar Act if it contains more 
than 94 percent sugars on dry basis. The reason why this definition 
appears in the act is as follows: During the period from 1934 to 1937 
when the Jones-Costigan Act—the forerunner of the Sugar Act of 
1937—was in force, there was an increasing and disturbing importa- 
tion of liquid sugar from offshore areas competing directly with 
sugar refined or produced in the United States. Accordingly, there was 
included in the Sugar Act of 1937 a definition of the term “liquid 
sugar,” which was so designed as to require that any so-called molasses 
which contained so much sugar that it competed with domestic sugars 
should be covered by the Sugar Act. 

Liquid sugar is subject to quota restrictions, duty, and taxes. How- 
ever, the proposed amendment would change the long-established 6- 
percent figure to 5 percent, so that higher-purity liquid sugar materials 
containing 95 percent of sugar would be excluded from the restrictions 
of the Sugar Act. This means that an additional quantity of “mo- 
lasses”’—or what might more. properly be referred to as “concentrated 
cane juice,” equivalent to raw sugar, could be imported withoug being 
subject to either quota restrictions or excise tax. 

This figure of 6 percent has been working very successfully for 14 
years. When the 1937 act was drafted, those interests who wished to 
import liquid sugars to compete with sugars refined or produced in 
this country sought at the time to have the percentage set at 4 percent. 
If the proposed 4-percent nonsugar limitation had been accepted, 
it would have permitted importers of this type of product to bring in, 
quota-free, taxfree liquid sugars containing 96 percent sugar solids 
on dry basis. The domestic sugar interests, on the other hand, urged 
that the figure be set at 8 percent, to eliminate the substantial evasion 
that was already taking place. Again, the matter was considered in 
1941, and at this time the Committee on Agriculture of the House fav- 
ored raising the 6 percent to 8 percent. This 8 percent definition passed 
the House, but Pearl Harbor held up this legislation, and a mere 
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extension resulted. That this figure was not entirely satisfactory ap- 
pears very clearly from the records of this very committee. In Novem- 
ber 1941, Mr. Fulmer, then chairman of the Committee on Agriculture, 
submitted report No. 1430 to the House on behalf of the Committee on 
Agriculture on proposals to amend the Sugar Act of 1937, in which 
he included the following statement : 

However, liquid sugar containing more than 6 percent soluble nonsugar solids 
has been imported, the volume of displacement of other sugar in 1941 being 
estimated at 40,000 tons. Liquid sugar which contains more than 6 percent of 
soluble nonsugar solids is charged against no quota and pays no tax, and clearly 
evades both the quota and tax provisions of sugar control. To prevent future 
evasion, the bill provides that liquid sugar include a product in which the 
soluble nonsugar solids are equal to 8 percent or less of the total soluble solids. 

Now, the American Molasses Co. wants to see this definition changed 
so that it can import some more of its products free of quotas and free 
of taxes, which the rest of us pay. 

There can be no question but that liquid products of this type are 
in direct competition with sugar refined in this country. Let me first 
point out that cane sugar refiners manufacture brown sugars—the 
color, flavor, aroma, and baking characteristics of which are distinctive 
and used for special purposes by both housewives and industrial users, 
as are the products of the American Molasses Co. These character- 
istics are Pan from the molasses content of these brown sugars. 
And, of course, these brown sugars are manufactured from sugars 
which are subject to quota system and on which we paid processing tax. 

The materials which the American Molasses Co. imports free of 
processing taxes and quota restrictions and at substantially lower dut, 
are very close in characteristics to these brown sugars—even though 
they don’t look alike in the form in which they are brought into this 
country. When they are subjected to analysis, brown sugars made 
in this country show nonsugar solids of from 2.0 percent to as much 
as 6 percent. Assume, for example, that a brown sugar has a nonsugar 
content of 5.5 percent, as is quite common. This product would be 
subject to excise tax and would have been produced from a raw sugar 
subject to import duty and quota restrictions. Now assume that the 
American Molasses Co. imports a liquid product containing 5.5 percent 
nonsugars, on solids basis. From analysis and industrial usage stand- 
ints, these products are practically identical as to total sugars. 
Tinder the present Sugar Act. defining liquid sugar as containing 6 
percent or less nonsugar solids, the Anierican Molasses Co. product 
of 5.5 percent would be subject to all tax and quota restrictions now 
required for the brown sugar. However, if the definition were 
changed to 5 percent, as proposed by American Molasses Co., their 
product would no longer be subject to all of these limitations, while the 
refiners’ brown sugar, on the other hand, would continue to be subject 
to these restrictions. Thus, if this definition were amended as pro- 
posed here today, these domestically refined sugars would have to 
compete with sugars which could be brought into this country from 
Barbados, Cuba, and other places, without taxes or quota restrictions, 
and with reduced duty. 

I have in my hand a number of recipe books put out by various 
molasses companies—including the American Molasses Co. Here, 


for instance, is a recipe they recommend for an eggless and sugarless 
cake. It is called sugarless because they use molasses, where other 
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recipes call for brown sugar. Nevertheless, this molasses contains 94 
percent sugar—yet it is quota-free. Here is another—a recipe for 
pumpkin pie, where molasses is used in place of dark brown sugar. 
The same situation likewise prevails in this case. As an example of 
this trend, liquid sugars of this character are actually being used in 
ever-increasing quantities by the baking industry and are displacing 
brown sugars in many instances. 

The American Molasses Co. claims all through their argument that 
their molasses is not a sweetener but is merely used to flavor. The 
recipe books we have just mentioned clearly refute that statement. 
In addition, we would like to quote from an annual statement for the 
year ended June 30, 1946, of the American Molasses Co., which says 
as follows: 

Much of the molasses on the grocers’ shelves today no longer has the succu- 
lent sweetness it had in earlier days, being harsh, bitter, and black, due to ex- 
cessive sugar extraction. * * * In blending Grandma’s, our company uses 
no molasses that contains sulfur dioxide and none that is low in sugar content. 

May I refer back to this recipe book called 101 Recipes, Grand- 
ma’s Old Fashioned Molasses. On page 64 of that booklet we find, 
and I quote: 

One cup of Grandma's molasses give you just as much sugar and sweetness as 
one cup of granulated sugar. 

And then it goes on further in that line. 

However, the important statement I would read is on page 16 of 
the same booklet. 

If recipe calls for brown sugar, one part molasses and three parts of granu- 


lated sugar may be used. For 1 cup of brown sugar use 1 cup of Grandma’s 
molasses and three-quarters cup granulated sugar. 


Then it continues: 
However, one-half cup molasses plus one-half teaspoon of baking soda— 
and then there is an equal sign— 


equals one-half cup granulated sugar plus 1 teaspoon baking powder and 2 
tablespoons of milk.or water. 


Here we have a direct equality set up by the molasses company of 
one-half cup of Grandma’s molasses equals one-half cup granulated 
sugar. 

Mr. Garuines. The recipe did say that you could use in this recipe 
one-half cup granulated sugar. 

Mr. Lane. This is not a recipe. This is a statement of fact as to 
what 1 cup of Grandma’s molasses equals, 1 cup of the other. It is 
not a recipe. It is a statement of fact. It is on hints for successful 
baking. And then— 

An easy rule to remember when baking with Grandma's molasses— 
and I am quoting— 

One cup of Grandma’s molasses— 
and then the equal sign— 

One-half cup of Grandma’s molasses— 
equal sign— 


One-half cup of granulated sugar. 
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Mr, Gatuines. You would say that that is right, would you not? 

Mr. Lane. So far as sugar content, yes, that is right. They know 
how to analyze the stuff, and that is r ight. It is clearly correct so far 
as the sugar content is concerned. 

So here we have a str ange anomaly that in one case we say grand- 
ma’s molasses is not the same as brown sugar and in the other case we 
say grandma’s molasses equals sugar. 

This definition of 6 percent is “followed in many regulations and 
definitions issued by various Federal agencies, such as the Production 
and Marketing Administration of the Department of Agriculture, 
the Food and Drug Administration in their standards, the Customs 
Office regulations, the Tariff Act, and the trade agreement between 
the United States and the United Kingdom. The confusion that will 
arise if you change this definition will be far reaching. 

In Congressman Fulmer’s 1941 report, he found that 40,000 tons 
of other sugars had already been displaced in 1941 by liquid sugars 
containing more than 6 percent soluble nonsugar solids. At that 
time he asked for 8 percent. Certainly, if the percentage is still 
lowered to 5 percent, these imports would be even greater in normal 
times. But great or small, this change would cer tainly be distinctly 
contrary to the intent of the entire Sugar Act. 

From the standpoint of chemistry and from the standpoint of 
technical reasoning, I assure you, gentlemen, that if you reduce this 
percentage from 6 to 5 it will open the door to the importation of 
products tax-free and quota-free which have been classed and regu- 
lated as sugar for 14 years by the standard of the Sugar Act. 

If I may have the privilege of answering just a few of the state- 
ments that have been made, I would ask for that privilege. 

Mr. Grant. Yes; we will be glad to hear from you, Mr. Lang. We 
have another witness, however, that we want to hear this morning. 

Mr. Lane. This is just a very short statement. 

Mr. Harding has stated that we implied that refined white, brown, 
and liquid sugars would be made from the imported juice. No such 
implication was made or is made. 

We merely contend and have shown that the material referred to 
would be competitive, leaving the tax burden on the American re- 
finers. 

Fixing the quota at 10,000,000 gallons, as offered by Mr. Staples’ 
statements, represents a loss of approximately 20 percent of the total 
brown sugar that it is estimated will be produced in the United 
States this year. 

As suggested by Congressman Poage, removing one brick will cause 
some damage, but the continuation of the process would collapse the 
whole structure. 

Speaking of the soluble nonsolid sugars on a dry basis, Dr. Zerban, 
an eminent authority on analysis, and director of the New York Sugar 
Trade Laboratory, has told me that in his own laboratory on the 
same sample he can get within 0.2 percent between two analyses. 

In this determination, as in any chemical analysis, there are a 
number of sources of error, and the chemist tries to reduce those to 
aminimum. By the law of averages, he hopes that the various errors 
cancel each other out, and in general they do. When they do not, 
we have recourse to retests, and possibly duplicate tests on the same 
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sample, but regardless of the difficulties in analysis these same diffi- 
culties will apply to any limitation set by law, whether it be 4, 5, or 
6 percent, or even 8 percent of the soluble, nonsugar solids, based on 
dry substance. 

Thank you. 

Mr. Arnoxp. I wish to introduce, in view of Mr. Lang’s testimony, 
the book from which he was reading. He did not read from the 1950 
book or a recent book. He read from the book of 1946, whicn is con- 
tained in my testimony, and I think this should be included at this 
time. 

Mr. Grant. Without objection it will be included. 

Mr. Arnon. They are all receipts of 1946. 

(The booklet entitled “101 Recipes” is filed with the committee.) 

Mr. Grant. We thank you, Mr. Lang, for your statement. 

Our next witness is Mr. Gordon Peyton. 

Mr. Peyton. In view of the fact that our statement will take some 
30 minutes and there may be questions, I would like to ask the com- 
mittee’s permission that that statement not be broken into in view of 
the fact of the announced adjournment at noon. 

Mr. Grant. Would it be satisfactory to be back tomorrow morning 
at 10 o’clock ? 

Mr. Peyton. Yes, sir. 

Mr. Grant. If that is satisfactory, very well. 

Mr. Garuines. Mr. Chairman, in view of the fact that the gentle- 
man will not make a statement at this time, I wonder if we could not 
ask Mr. Lang a question or two. 

Mr. Grant. Very well. 

Mr. Gatutnes. Mr. Lang made a very good statement, in my opin- 
ion. You stated that these imports would be increased ¢ 

Mr. Lane. Yes, sir. 

Mr. Gatruines. By what yardstick? How much would it be in- 
creased by changing this percentage ? 

‘Mr. Lana. First, I will tell you why I feel they will be increased. 

In the first place, when we go from 6 percent nonsugar solids to 
5 percent we are approaching raw sugar. We are approaching the 
very product that the refiners import, which is based on 96 percent 
—— you see, which would mean 4 percent nonsugar solids. 

Mr. Garutnes. We will be approaching 175 million population in 
this country by 1965 or 1970. 

Mr. Lane. That is right. They will use much more of this 96. 

Mr. Gaturnes. And we need more imports, do you not think? 

Mr. Lana. We will have more of this 96 percent raw sugar available 
for them. That will take care of them. 

Mr. Garuines. Do you advocate that we knock out the confusion 
by changing the 6 percent to 8 or 10 or 12 percent? 

Mr. Lane. No. 

Mr. Garutnes. How are you going to eliminate the confusion by 
failure to adopt this amendment? You said that the adoption of this 
amendment would cause confusion. Already there is confusion. 

Mr. Lane. Yes; we do have lots of confusion. 

Mr. Garuincs. Do you recommend 8 percent ? 

Mr. Lana. No. 

Mr. Garurnes. Do you advocate 7 percent ? 
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Mr. Lane. The 6 percent has worked successfully for the last 14 
years. It has evidently kept out a flood of products, because you get 
to a point where it becomes more and more difficult to improve the 
product. 

At 6 percent, the way they are making it in Cuba, let us say, it is 
more difficult to clarify it and make it into a product that would 
compete directly with sugar, than it is if it had 5 percent non- 
sugar there. As the purity is raised, you are always raising the 
purity as you drop the nonsugars. Six percent means 94-percent 
sugars. Five percent means there is 95-percent sugars. 

So we are increasing the purity and it becomes less difficult to 
purify the material there and put it into such form as will compete 
directly with taxpaying quota sugar. 

Mr. Garnines. The testimony is that Barbados is improving its 
product. Do you know that to be true? 

Mr. Lane. That is right. That is the tendency. Of course, we 
are not just talking about Barbados. We are talking about the vast 
amount that is to come from Cuba, as I understand it. 

Mr. Garurnes. Yes. 

Mr. Lane. The Barbados isa small portion of this thing. And 
when you reach that point where you are getting near to raw sugar, 
clarification, decolorization, every step becomes more and more simple. 
It is easier and less expensive. And so we could expect that more of 
such materials would come in, in competition with our taxpaying 
sugars. 

Mr. Garurnes. No doubt about that; there is no question about that. 

Mr. Lane. Yes, sir. 

Mr. Garnines. Are you listed as a lobbyist? 

Mr. Lane. I am not a lobbyist. I am merely a technical adviser 
to the United States Cane Sugar Refiners Association. 

Mr. Garutnes. That is all. 

Mr. Grant. Are there any further questions? If not, we thank 
you, sir. 

We will adjourn until 10 o’clock tomorrow morning. 

(Whereupon, at 12 noon, the committee adjourned, to reconvene 
at 10 a. m. Friday, July 27, 1951.) 
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FRIDAY, JULY 27, 1951 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a. m., in room 
1310, New House Office Building, Hon. Harold D. Cooley (chair- 
man) presiding. 

The CuarrmMan. The committee will be in order, please. 

The Chair recognizes Mr. Carlyle, Congressman from the Seventh 
Congressional District of North Carolina, who desires to make a 
brief statement, in connection with the matter under consideration. 

We are very glad to have you with us. 


STATEMENT OF HON. F. ERTEL CARLYLE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NORTH CAROLINA 


Mr. Cartyte. Mr. Chairman and gentlemen of the committee, 
T am intensely interested in the important subject of an adequate sup- 
ply of good molasses for the people of the United States. It has been 
stated that the people of North Carolina consume more molasses than 
the people of any other State. I do not in the least doubt this state- 
ment. It must also be remembered that there are imported through 
the port of Wilmington, N. C., large quantities of molasses and, in 
fact, it is highly probable that there is as much molasses imported 
through this port as through any other port on the Atlantic coast. 
We know that the people of this country learned to eat and enjoy this 
product many generations ago. It has never been considered harm- 
ful but, to the contrary, very nutritious. There is every reason why 
it should continue to be available in at least adequate quantities. 

I was unable to attend the committee hearings yesterday, but I 
have examined the testimony of Mr. Lang on behalf of the United 
States Cane Sugar Refiners Association. It appears that Mr. Lang 
took the position that molasses competes with sugar. I have no doubt 
that he is an experienced chemist, but we may well have considerable 
doubt as to his ability to define or estimate competition among food 
products. On this particular subject, it is highly probable that your 
knowledge is as dependable as Mr. Lang’s. I am confident that molas- 
ses-flavored products in North Carolina not only do not compete 
with sugar but they actually add to the consumption of sugar. Prac- 
tically none of these products, except barbecue sauce, can be used 
without sugar. Many people will eat molasses sundaes who will not 
eat ice cream by itself. With all due respect to Mr. Lang, it clearly 
appears that he is out of his province when, as a chemist, he under. 
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takes to testify as to the tastes of North Carolinians for molasses- 
flavored products, and especially is this true when he takes the posi- 
tion that if they could not procure these products they would then 
use more sugar. I know of no reasonable basis for this assumption. 

It appears that Mr. Lang and Mr. Myers by their statements enter- 
tain some apprehension as to the vast quantities of liquid sugar that 
could come in under the new definition and theoretically be processed 
as sugar. American Molasses Co. has asked for 10 million gallons 
under 6 percent. I am advised that Congressman Hale testified that 
214 million gallons of West Indies molasses would afford a sufficient 
market for his constituents. I am advised that Mr. Lang heard 
that statement from the Congressman but did not undertake to 
answer it. yshgame 4 I am willing to accept the Congressman’s 
statement that 314 million gallons of molasses, with between 5 and 6 
percent indtetrities: can be added to the molasses of over 6 percent 
impurities and meet the required situation. Certainly, this appears to 
be only a drop in the bucket. It is my information that when Mr. 
Lang was questioned, he admitted that both in Barbados and Cuba 
sugar cane was being so improved that it would be very difficult to 
meet the 6-percent test. In the hight of this admission, it seems to 
me that Mr. Lang certainly cannot object to the admission of 314 mil- 
lion gallons of between 5 and 6 percent impurities. If the law pro- 
vides that there can be no further processing of molasses, what pos- 
sible excuse is there for not permitting a ‘limited quanity of this 
product to be imported’ Certainly, I do not wish to see a tax on this 
distinctive food product. The revenue to the Government would be 
infinitesimal, while the discriminatory effect would be very serious 
indeed. 

Mr. Chairman and gentlemen of the committee, in conclusion let 
me implore you not to deprive the people of this country of the nu- 
tritious food values contained in molasses. but to exert your best 
efforts to the end that the people of every State in this Union may 
have more molasses and better molasses. 

The Cuatrman. Thank you very much, Mr. Carlyle. We are glad 
to have the benefit of your views. 

The Chair now recognizes Mr. Gordon Pickett Peyton of Wash- 
ington, D. C. 


STATEMENT OF GORDON PICKETT PEYTON, WASHINGTON, D. C.— 
Resumed 


Mr. Pryron. My name is Gordon Pickett Peyton, of Washington, 
D.C. 

I am general counsel for the Association of Cocoa and Chocolate 
Manufacturers of the United States, but in addition to appearing here 
today on behalf of that industry association I am also acting as 
spokesman for all of the undernamed associations of industries using 
sugar: 


American Bakers Association 

American Bottlers of Carbonated Beverages 

Associated Retail Bakers of America 

Associated Retail Confectioners of the United States 

Association of Cocoa and Chocolate Manufacturers of the United States 
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Flavoring Extract Manufacturers Association of the United States 
International Association of Ice Cream Manufacturers 

National Association of Chewing Gum Manufacturers 

National Association of Frozen Food Packers 

National Bakers Supply House Association 

National Canners Association 

National Confectioners’ Association of the United States, Inc. 
National Fruit and Syrup Manufacturers Association ; 

National Manufacturers of Soda Water Flavors; 

National Preservers’ Association, Inc. 

I understand at a previous hearing that Mr. Hill asked how a lawyer 
in Washington could represent all of these people. I would like to 
comment briefly, if I might, Mr. Chairman, in answer to that ques- 
tion. This is an informally constituted group whose sole interest in 
this particular matter here is an adequate sugar supply. This group 
has asked me to appear here as spokesman for them, rather than to 
burden this committee with 15 separate witnesses. 

The officers of these associations have authorized me to submit to you 
in their behalf the following comments and recommendations for 
your consideration in connection with the pending legislation—H. R. 
4521. 

It is important to note the increasing tonnage of sugar being used 
in various forms by the American consumer. According to official 
Department of Agricultural figures the quantity of sugar distributed 
to meet consumer requirements during the past 4 calendar years was 
as follows: 


Total distribu- Per capita, 
Calendar year | tion, short tons, pounds 
raw value refined 
ee : hy Ly tae crate ei lgy Wied - 7, 448, 000 | 96.7 
MS knnackvetess ye éck3 FAS PSEC ee ada 7, 343, 000 | 93.6 - 
1949____. here Stn in . ss el Per rte s sina 7, 580, 000 | 94.9 
SOND... oc cceces dest CESS TORE BR eple 3.3 Fe CNG Ay 3 a a $, 273, 000 102. 4 


Source: Table 7, Sugar Report No. 10, USDA, Nov. 20, 1950; and S. R. 811, Revised 1, Department of 
Agriculture announcement of 1951 quota revision, June 8, 1951. 

I might comment that the per capita high of 102.4 was, of course, 
at an increased population figure. 

During the year 1951 the American consumer will require a cane- 
and beet-sugar supply well in excess of 8,000,000 short tons, raw value. 
At the beginning of the year, under the Sugar Act of 1948, the Secre- 
tary of Agriculture estimated consumption requirements for this year 
at 8,000,000 short tons, raw value. He recently increased that esti- 
mate to 8,250,000 tons. 

Of that substantial volume of this basic food commodity, it is gen- 
erally estimated that about half is purchased for use and consumption 
in the home, with the other balf being consumed in the form of 
processed food products, such as bread and other bakery products, 
canned foods, chocolate products, jams and jellies, frozen foods, con- 
fectionery, ice cream, soft drinks, and other products containing sugar. 

An increase of 1 cent per pound in the cost of sugar consumed in a 
year by the American people and supplied under the terms of the 
Sugar Act, therefore, means an added cost of $160.000,000 or more. 

In any discussion of sugar, or of the Sugar Act in its relationship 
to the supply and price of sugar, we believe its importance to con- 
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sumers must be recognized, and, of course, industrial users are sub- 
stantial consumers. Supply and price of sugar affects not only our 
ability to operate our businesses and to provide employment in the 
communities in which we are located, but it also affects our ability to 
meet the demands of the American consumer for sugar-containing 
products at a reasonable price. 

We feel that the interest of the ultimate consumer of sugar, includ- 
ing our interest as industrial users of sugar, in the successful func- 
tioning of the purposes of the Sugar Act at least is on a part with 
the interest of the producers and the processors of sugar. This is 
evident from reading the stated purposes of the act.’ 


OUR PURPOSES HERE 


Accordingly it is neither our desire nor our purpose to change the 
fundamental purposes and objectives of the Sugar Act. This state- 
ment is confined to certain amendments to the bill, H. R. 4521, before 
your committee. It does not make any reference to the basic pur- 
poses or objectives of the act or any provisions except those which 
specifically relate to the two recommendations, namely : 

(1) The criteria which is used by the Secretary of Agriculture in 
setting an estimate of consumer requirements. 

(2) Relating to the period for which the act should be extended. 

Since the enactment of the Sugar Act of 1948, however, with the 
continuously increasing importance of costs, including sugar costs, 
we as sugar consumers and users have felt impelled to give closer 
attention to the matter of sugar supply and price than in prewar 
years. 

We are confident members of this congressional committee recognize 
the highly technical, involved, and extensive nature of sugar supply 
and sugar price, and of the legislation relating to that subject. In 
our experience with the functioning of the Sugar Act of 1948 we 
have come to a realization that somewhere and somehow under it 
there has been a continuously growing effort to minimize its appli- 
cation from the standpoint of the interest of industrial users and 
others, thereby increasing sugar prices and the cost of sugar-containing 
products to the American people. 

This is not intended to be critical of the over-all administration 
of the act by the Secretary of Agriculture or by the Sugar Branch 
of that Department. On the contrary, while we have felt at times 
that the administration of the act has tended more to reflect the interest 
of sugar producers and processors than the views of consumers, we 
fully realize the inherent difficulties of balancing such conflicting 
interests. We believe this to be particularly true under the Sugar 
Act of 1948 because of the lack of a more specific guide in it as to just 
how that balancing feat may be made less speculative and the accom- 
plishment of its objectives made more certain. 


1 Title of the Sugar Act of 1948 reads: “An act to regulate commerce among the several 
States, with the Territories and possessions of the United States, and with foreign 
countries ; to protect the welfare of consumers of sugars and those engaged in the domestic 
sugar-producing industry ; to promote the export trade of the United States; and for other 
purposes.” 


ae ee ae ee ee es 
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ATTENTION TO SUGAR LEGISLATION COMPARED 


The legislative development of the sugar program under the Sugar 
Act of 1948 and its principal predecessors—the Sugar Act of 1937 
and the Jones-Costigan Act of 1934—have been woefully lacking in 
the attention given to it by the consumer generally, and this includes 
industrial users. Even a most cursory examination of the records 
of the hearings on those bills shows an almost complete absence of 
any attention to their legislative development on the part of sugar- 
consumer and sugar-user interests through participation in those 
hearings. We believe it most fortunate that, under those circum- 
stances, in our system of government the members of congressional 
committees considering the legislation, the Congress, and the execu- 
tive branch of the Government, were able to and did embody in the 
legislation that philosophy which recognizes the importance of that 
consumer interest. However, it seems questionable whether sufficient 
has been done in that direction. 

That question arises, as we see it, because of an apparent tendency 
to consider that legislation as of primary application only to sugar 
producers and sugar processors, and of the continued efforts of such 
producers and processors to claim the primary benefits intended to 
come from such legislation as theirs, and theirs alone. 

Let us be more specific. 

An illustration of the inclination to look upon this lack of consumer 
participation as more or less natural, when development of the sugar 
program was in its early stages, is the 1936 statement by one who served 
as Chief of the Sugar Section of the Agricultural Adjustment Admin- 
istration in the years 1934-35, that the consumer “will remain un- 
aware” of the nature of the program, and being “widely scattered, 
uninformed, and inarticulate, will remain the least voeal of all the 
interests involved.” ? 

Even as late as 1947, in the development of legislation which became 
the Sugar Act of 1948, this lack of direct and active consumer par- 
ticipation is evident not only by absence of consumer-user participa- 
tion in the hearings before the Committee on Agriculture of the House 
of Representatives, but is shown by the testimony of the then Director 


* Dalton, John E., Sugar—A Case Study of Government Control (the MacMillan Co., 
New York, 1937) : 

“In any event, and regardless of the type of legislation that is passed in the future, it 
should be recognized that the consumers of the United States foster, support, and make 
possible the sugar-producing industry as it now exists. Both major political parties agree 
that the industry should be protected. The method of protection has been drastically 
changed; instead of prices raised behind a tariff wall by Congress, prices are raised be- 
hind a quota wall by the Secretary. Either way, the consumer pays the bill. The ques- 
tions of how much protection should be given to each area and how that protection should 
be implemented were not debated or analyzed carefully in the chaotic days of 1933 and 
1934. Now the emergency has passed, times are quieter, and the industry is prosperous. 
A permanent decision will be sought. In all probability, the consumer will be unaware of 
the form of the final decision. Due to the nature of the commodity and the hidden 
character of his contribution, if the protection is excessive he will remain unaware of it. 
It is certainly clear that if excessive protection is given a reduction will be difficult in 
the welter of practical politics” (pp. 286—287) 

* + * 


os — + x 

“All factions in the far-flung sugar industry—laborers, farmers, planters, processors, 
and refiners—-will agree that protection should be given, but disagreement will be rife as 
to how much that protection shall be and how it shall be divided among the various groups 
in the industry. Consumers, widely scattered, uninformed, and inarticulate, will remain 
the least vocal of all the interests involved. Congress and the executive branch of the 
Government—accepting the traditional policy of the national maintenance of the in- 
dustry—will have the difficult task of sifting the claims of the various interests into an 
equitable plan. Such a plan should not be inconsistent with the consumers’ interests 
and should not produce unsatisfactory economic results that may have to be rectified in 
the future by expensive political action” (p. 301). 
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of the Sugar Branch, of the Department of Agriculture, when he 
stated in answer to an inquiry by a committee member that the legis- 
lation was drawn up by people primarily representing the domestic 
sugar industry, working with the people in the Department of 
Agriculture.* 

This official emphasis on the sugar-producer interest in the Sugar 
Act may provide a partial answer to the continued tendency by many 
to minimize sugar-consumer and sugar-user interest in that act, and 
of the persistent efforts of producers to influence administration of 
the act in that direction. 

We believe an illustration may be helpful. 


CONSUMPTION ESTIMATES UNDER SECTION 201 


Section 201 of the Sugar Act provides the bases upon which the 
Secretary of Agriculture determines the supply of sugar needed to 
meet the requirements of the American people during any particular 
year.* 

If the permitted supply so determined exceeds the demand then, as 
in the case of other commodities, the price is likely to moderate. If 
such supply substantially approximates the demand from year to year, 


’ Hearings before the Committee on Agriculture, House of Representatives, 80th Cong., 
Ist sess., June 21, 25, 27, 1947, on H. R. —, the Sugar Act of 1948, pp. 59-60: 

“Mr. WorLey. Would you tell us who drew this bill? Was the public represented ? 

“Mr. MARSHALL. It was drawn up by a large group of people, representing primarily 
the domestic sugar industry, working with people in the Department of Agriculture. 

“Mr. Wortey. Who did the drafting? The Department of Agriculture? 

“Mr. MARSHALL. No; I would say it was a joint effort * * * I would say the 
drafting was a joint job. It was discussed, provision by provision, out of the old act. 
First one and then the other did some drafting of it. As to this particular provision we 
are talking about here, we expressed our feeling and our concern about it in the beginning 
and have told the other people concerned, the domestic-sugar people, that we would do 
some further checking with our own fiscal people and see what their position on it was. 

We have only now been able to get their position, and it is one of some concern with 
this type of provision. 

“Mr. Wor ey. Is this the only objection you have to the bill? 

“Mr. MARSHALL. To the language of the bill, that is correct I would want to Say, 
though, in making that statement, from the beginning we have had numerous objections, 
as have any number of people in the domestic-sugar group working on it. It has been 
a process of discussing all of those things and trying to reach a reasonable agreement on 
something which everyone would support. So we have agreed to certain provisions that 
were not wholly acceptable to us in the beginning, and so have they.” 

* Determination of the sugar requirements of consumers in the continental United 
States: 


SuGAR AcT oF 1948 


Sec. 201. The Secretary shall determine for each calendar year, beginning with the 
calendar year 1948, the amount of sugar needed to meet the requirements of consumers 
in the continental United States; such determinations shall be made during the month 
of December in each year for the succeeding calendar year (in the case of the calendar 
year 1948, during the first 10 days thereof) and at such other times during such calendar 
year as the Secretary may deem necessary to meet such requirements. In making such 
determinations the Secretary shall use as a basis the quantity of direct-consumption sugar 
distributed for consumption, as indicated by official statistics of the Department of Agri- 
culture, during the 12-month period ending October 31 next preceding the calendar year 
for which the determination is being made, and shall make allowances for deficiency or 
surplus in inventories of sugar and for changes in consumption because of changes in 
population and demand conditions, as computed from statistics published by agencies of 
the Federal Government; and, in order that such determinations shall be made so as to 
protect the welfare of consumers and of those engaged in the domestic sugar industry by 
providing such supplv of sugar as will be consumed at prices which will not be excessive 
to consumers and which will fairly and equitably maintain and protect the welfare of 
the domestic sugar industry, the Secretary, in making any such determination, in addi- 
tion to the consumption, inventory, population, and demand factors above specified and 
the level and trend of consumer purchasing power, shall take into consideration the 
relationship between the prices at wholesale for refined sugar that would result from such 
determination and the general cost of living in the United States as compared with the 
relationship between prices at wholesale for refined sugar and the general cost of living 
in the United States obtaining during 1947 prior to the termination of price control of 
sugar as indicated by the Consumers’ Price Index as published by the Bureau of Labor 
Statistics of the Department of Labor. 
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price tends to be stabilized. But if the permitted supply is cut below 
actual requirements, and artificial shortage is created, then an in- 
crease in price is the natural result. 

Consistently, in our experiences under the Sugar Act of 1948, the 
sugar-using industries and other consumers have been confronted with 
persistent demands of sugar producers and processors that the Secre- 
tary of Agriculture determine consumer sugar requirements for the 
ensuing consumption year at such a point lower than actual require- 
ments as to bring about an increase in sugar price.° 

The following illustration of how known distribution of sugar for 
the preceding year ending October 31 is recommended by sugar pro- 
ducers for cutting back, as a means to the price objective, is taken from 
the testimony at the November 30, ake Toning on determination of 
sugar requirements for the calendar year 1950, of Robert H. Shields, 
president and general counsel, United States Beet Sugar Association : 


Short tons, 
raw value 


A. Basie figure—distribution during 12 months ending October 31, 


is cones _. 7,648, 000 
1. Allowance for surplus in inventories______-___-_--_______ (?) 
2. Allowance for changes in population____-_--________-_-__~- +96, 000 
3. Allowance for changes in demand conditions______________— 200, 000 
4. Allowance for level and trend of consumers’ purchasing 
DRO IRP ETRE AGM eth ADB spat ap RERUGE ORE ee Re ee ee See None 


5. Allowance for maintenance of 1947 relationship between 
wholesale price of refined sugar and general cost of living —350, 000 


B. Basic: figure adjusted for statutory factors___.________---- st esd Sed Se 7, 194, 000 


In considering the above recommendation of the United States Beet 
Sugar Association for quota cut-back, it should be understood that the 
basic figure of 7,648,000 tons was the official Department of Agricul- 
ture estimate of actual sugar distribution for the 12 months ending 
October 31, 1949. Although 96,000 tons additional are then recom- 
mended for increased population, from then on the process is one 
of cutting back the known distribution figure by deducting 200,000 
tons for alleged changes in demand conditions, and also deducting 
350,000 tons to effect the supply outlook so that a price increase may 
result. Note that while “Surplus of inventories” is referred to with- 
out citing any figure, there is no reference to or figure mentioned to 
make provision in the quota determination for the comparatively low 
stock position which was anticipated on December 31, 1949, 

The net result—a recommended quota of 7,194,000 tons—was over 
300,000 tons less than an official Department of Agriculture estimate 
of 1948 consumption. It was at least 400,000 tons less than prelimi- 
nary trade estimates of 1949 consumption then prevailing (actual dis- 
tribution for 1949 was 7,580,000 tons). It made absolutely no provi- 
sion for bettering the low stock position resulting from continuous 
consumption in excess of supply replenishment. Whether the result 
of such a recommendation is called man-made shortage or artificial 
shortage, it seems clear that such resulting condition must be one of 
shortage which, if continued long enough, could well bring about 
actual scarcity. 





5 Source of quoted statements—Hearing before the Production and Marketing Adminis- 
tration, U. S. Department of Agriculture, on Estimate of Domestic Sugar Requirements 
for the Calendar Year 1949, Washington, November 15, 1948. 


86197—51—ser. j 17 
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Testimony of other representatives of sugar pr oducers- processors, 
at the hearing on 1950 sugar requirements, to substantially the same 
effect, follows: 

Ernest W. Greene, Hawaiian Sugar Planters’ Association 

In order to avoid any possible misunderstanding, I want to make it clear that 
we believe that more than 7,250,000 tons of sugar would be purchased at reason- 
able prices and consumed in 1950 if such reasonable prices could be made to pre- 

vail throughout the year; and we recommend that the consumption estimate be 
increased beyond 7,250,000 tons when reasonable prices have been established on 
a firm basis. However, the current and prospective early 1950 market situations 
are such that the quantity of sugar made available under the quotas during the 

early months of the year must be limited to a quantity considerably below 
likely total consumption for the year in order to prevent further price declines 
and to bring about some improvement. * * * 
Robert H. Shields, United States Beet Sugar Association 

The present sugar price situation emphasizes the need for firm action in mak- 
ing the initial determination of sugar requirements for 1950. With distribution 
of sugar in 1949 expected to exceed somewhat the 7,500,000-ton consumption 

requirement now outstanding, the sugar market is weak. * * 

Stated in simple language, the reason why we think there must be an initial 
determination of 1950 sugar-consumption requirements not in excess of 7,200,000 
tons is as follows: A year ago, with distinctly favorable prospects on the eco- 
nomic horizon, an initial determination of the 1949 sugar-consumption require- 
ments of 7,250,000 tons did not do the job. With this experience immediately 
behind us, how can an initial determination larger than 7,200,000 tons be expected 


to get the job done in 1950 in view of the fact that we now face a more sober 
economic horizon? 


W. B. Gress, National Beet Growers Federation 


* * * Tt is our considered opinion that the fair and equitable price objec- 
tive of the act can only be attained in 1950 by a consumption estimate no higher 
than 7,200,000 short tons of sugar. Should demand for some unforeseen reason 
be greater or less than this figure, it can be changed if it is later seen to be 
necessary. If this figure of 7,200,000 short tons of sugar is established by the 
Secretary, we feel that the price objective may be reached and will produce a 
price that will be fair both to the consumer and to the producer. 


W. J. Gorst, National Beet Growers Federation 


* * * Tt is believed that allowance from the basic figure of at least 300,000 
tons should be made because of the unfavorable relationship now present between 
the wholesale price of refined sugar and the general cost of living. * * * 

In arriving at our decision, that a 7,200,000-ton estimate is necessary, we wish 
to state that it is an initial estimate and one which can and does have the 
greatest impact upon sugar prices during the entire year. In this regard we 
want to emphasize the importance of a low initial determiation. * * * 

), W. Rising, Western Beet Growers’ Association 
ert believe that somewhat higher prices for sugar are necessary in order to 
encourage domestic growers to plant a larger acreage to sugar beets. We, there- 
fore, urge the Secretary in making his initial determination for 1950, not to 
exceed the 7,250,000 tons of his 1949 determination. In fact, we believe that an 
even lower figure would best serve the basic purposes of the Sugar Act. 
Cyril K. Munk, Beet Growers of Utah 

The large commercial users felt that you would supply them with plenty of 
sugar and therefore wouldn’t buy only for present needs. If this estimate were 
put low enough to bring the price to where it should be and then not change it 
until the provisions of the law had been fulfilled, you would soon have the price 
of sugar where the beet industry would be maintained. 


Gordon Lyons, California Beet Growers Association, Ltd. 


* * * Particularly do we endorse and support his statement to the effect 
that the initial consumption estimate for 1950 should not exceed 7,200,000 tons 
of sugar. We take this view for the reason that we feel very strongly that any 
figure above 7,200,000 tons will not accomplish the price objective necessary to 
give fair and equitable treatment to domestic sugar producers. * * * We 
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frankly admit that it is quite probable that as the year advances an initial con- 
sumption estimate of 7,200,000 tons may prove to be inadequate and it may 
therefore have to be increased, but if this becomes necessary it should be done 
only in such amounts and at such times as will assure that sugar prices will be 
maintained at a level fair to producers. 


Clarence J. Bourg, American Sugar Cane League of New Orleans, La.: 

The Secretary would be justified, under the Sugar Act, in deducting a further 
200,000 tons for the purpose of adjusting quotas in such manner as to bring 
about the price contemplated by section 201. Admittedly, this must be an 
arbitrary figure, although we have last year’s experience to go by. The figure 
for 1949 was 7,250,000. It did not bring about, to the satisfaction of the producing 
industry, a price for raw sugar. The refiners resisted it, and to that extent, 
they nullified the action which was intended by the Secretary of Agriculture to 
produce a better price. * * * 

Last year, the Secretary estimated the 1949 consumption at 7,250,000 tons. 
This should have accomplished his purpose of bringing about a price slightly 
above 6.32 cents per pound of raw sugar. It did not. So we ask for a figure 
slightly lower, conscious of the increase in the population of the United States 
of America in the hope that a better price will result. The Secretary can adjust 
to his satisfaction, as the facts become established. 


At times the sugar producers have seemed to take the position that 
such action is required by what they have frequently referred to as 
a mandate of the Congress under the terms of the Sugar Act of 1948. 


®*Extracts from statements by sugar producer-processor representatives during hear- 
ings before the Production and Marketing Administration, U. 8. Department of Agricul- 
ture, on estimate of domestic sugar requirements : 


For THE CALENDER YEAR 1951 
(November 28, 1950) 


Clarence J. Bourg, American Sugar Cane League of New Orleans, La. 

The language of section 201 of the Sugar Act of 1948 is very definite. The Secretary 
of Agriculture is required to follow closely the Consumers’ Price Index and to apply it 
against the price of sugar during 1947 prior to the termination of price control of 
sugar, when refined sugar sold in New York at wholesale for 8.40 cents per pound. There 
appears to be no doubt whatsoever about this, and we are very sure that the domestic 
sugar producers expected, and Congress intended, that it should be seriously carried out. 
It is, in fact, a mandate to the Secretary of Agriculture which he cannot avoid and he 
Should not ignore. 

Since the Sugar Act is seit intended to protect and maintain the welfare of domestic 
production, this purpose is a primary objective. The impression of an equality of interest 
for consumers and producers alike is expressed, but there remains little doubt that the 
first purpose of the Sugar Act is to maintain the domestic sugar industry in the same 
fashion as it was maintained during 1947, adjusted to current conditions through changes 
brought about by the Consumers’ Price Index. It is not that consumers are relegated to a 
secondary position, but that the welfare of domestic producers is paramount, subject only 
to the protection which Congress normally gives to consumers. Congress states in see- 
tion 201 that this is accomplished when the formula therein is carried out. * 


For THE CALENDER YEAR 1950 
(November 15, 1948) 


Clarence J. Bourg, Farmers and Manufacturers Beet Sugar Association of Saginaw, Mich., 
referring to section 201 

The language is very definite and the Secretary of Agriculture is required in such 

language to follow close ‘ly the Consumers’ Price Index. This provision of the law is, in 


fact, a mandate to the Sec retary of Agriculture which he cannot avoid and he should not 
ignore. 


Clarence J. Bourg, American Sugar Cane League of New Orleans, La. 


* * * Our costs have increased greatly since 1947, and a majority of these same 
refiners agreed to and supported the inclusion in the Sugar Act of a provision whereby 
Congress directed the Secretary of Agriculture to maintain the domestic sugar indus- 
try in a relationship with the 8.40 cents price for refined and 6.32 cents for raw sugar, 
which existed under OPA in 1947 plus a relationship with the increased cost of living 
since 1947 as indicated by the Consumers’ Price Index, published by the Department of 
Labor. We sincerely and simply ask that the price of raw sugar may be maintained 
at the level contemplated by the act of Congress itself. * 


Robert H. Shields, United States Beet Sugar Association 
The 1949 beet-sugar crop is presently estimated at 1,550,000 tons. While the 1949 
crop is substantially larger than the 1948 crop, due in large measure to unusually high 


— it is still 250,000 tons, or about 15 percent, below the statutory quota ‘of the 
yeet-sugar industry of 1,800,000 tons. The reason for this is that the price of sugar 
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As sugar consumers we are vitally interested in an adequate supply 
of that commodity. We recognize the dangers inherent in any situ- 
ation where supply is so excessive as to make the commodity a drug 
on the market thereby driving prices to such low levels that efficient 
sugar producers and processors cannot continue to operate, with con- 
sequent destruction of the sources of supply as the result. We do not 
want that to a and we believe the prevention of that result is 
one of the basic objectives of the Sugar Act. 

On the other hand, Congress put at the head of the list of purposes 
of the act “to protect the welfare of consumers of sugars.” 

We cannot believe it was the purpose of Congress, in enacting the 
Sugar Act of 1948, to bring about increased cost of sugar to the 
American people by restricting the supply of this vitally important 
food commodity toa point below actual requirements. 

Yet, that appears to be the meaning attached to the act by many 
producer-processors. That being so, and the bill presented to Con- 
gress in 1947—now the Sugar Act of 1948—having been written with 
their assistance and collaboration, it would appear vitally important 
from the standpoint of clarity of understanding, and of administra- 
tion, that there be provided some safeguard which will operate to the 
protection of the welfare of consumers of sugar. 


DETERMINATIONS UNDER SECTION 201 ARE DISCRETIONARY 


Section 201 of the Sugar Act effectively places the determination 
of the Nation’s supply of sugar and the price of it in the hands of 
one man, the Secretary of Agriculture. And despite the numerous 
criteria set out in that section as the factors which he “shall use,” and 


“shall make allowances” for, and “shall take into consideration,” it is 
abundantly clear that in making such determination a high degree of 
speculative uncertainty naturally exists, and that such uncertainty 
‘an readily result in serious error. As we have previously pointed 
out, action which results in an increase of 1 cent per pound in the cost 
of sugar to the American consumer involves a potential total increase 
in such annual cost of upwards of $160,000,000. 


resulting from the operation of the Sugar Act has been unfavorable in relation to the 
price of crops which compete with sugar beets. The price of sugar declined sharply 
in 1948, and although there has been some improvement in 1949, yet the average price 
for the year has been more than $1 per hundred pounds, or 12-percent, below the price 
level which would have brought the price of sugar back into line with the general price 
level, as measured by the Consumers’ Price Index of the Bureau of Labor Statistics, the 
standard specified in the act. 

In asserting that the welfare of the Domestic Beet Sugar Act has not been fairly 
and equitably maintained and protected in 1949 as the Sugar Act requires, we do not 
overlook a modest improvement in the price of sugar in 1949 as compared with 1948. 
This improvement has been due, we believe, largely to the management of the quotas 
in 1949 by the Secretary more closely in line with the mandate of the Congress contained 
in the Sugar Act. * * * 


Gordon Lyons, California Beet Growers Association, Ltd. 


* * * We maintain that the mandate of Congress. embodied in the act, was not 
fully carried out either in 1948 or 1949 and that it will not be fully carried out until 
the over-all price objective in section 201 of the act—i. e., fairly and equitably maintain- 
ing the domestic sugar-producing industry——is made to be fully effective. 


Arvil Millar, National Beet Growers Federation 


In conclusion, it is our opinion that the Secretary must give even greater consideration 
to the sugar price cost-of-living factor. Unless this factor is given proper weight, the beet 
sugar industry will not be maintained as the act requires. If industry is to be main- 
tained in accordance with the intent of Congress, the initial determination should be 
no higher than 7,200,000 short tons and if increased, should not be done until the price 
objective is that provided for by the very fair sugar price cost-of-living relationship in 
section 201 of the Sugar Act. 
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That action by the Secretary under section 201 is admittedly dis- 
cretionary, because of such uncertainty and indefiniteness, is apparent 
from testimony before the Committee on Agriculture, of the House 
of Representatives, when the Sugar Act of 1948 was under consid- 
eration. 

Some of such testimony is shown in appendix B, and one illus- 
tration here will suffice: 

The CHAIRMAN. There isn’t anything in the bill to determine how much weight 
you are to give each one of these factors. 

I think Mr. Marshall was then Chief of the Sugar Branch of the 
Department. 

Mr. MARSHALL. There is nothing in the bill to determine that; no, sir. It 
merely says we should take these seven factors into consideration. 

The CHAIRMAN. It really leaves it pretty much to the Secretary when you 
come right down to it. He does not have to give any particular weight to any 


one of those factors. That is pretty much in the hands of the Secretary of Agri- 
culture. * * * 

Mr. MARSHALL. As I see the provision, Mr. Chairman, that is just what it does. 
He does have to take all these things into consideration, but there are so many 
others that, after all, about the thing he has to do is to decide what price for 
sugar will reasonably maintain the domestic industry and at the same time 
be fair to consumers, and work it out on that level. 


In the foregoing discussion of the discretionary nature of the Secre- 
tary’s authority, for deciding what the permitted supply—or quota— 
shall be for any year, and of the uncertain and indefinite nature of 
the criteria upon which he is presumed to rely under the terms of the 
act, we have endeavored to present that provision as it appears to 
be viewed by the Department. We believe that such view is a proper 
evaluation of that provision, and it is the wholly discretionary nature 
of such action which makes added consumer safeguards seem most 
advisable. 

We would like to call attention to the repeated emphasis by sugar 
producer-processor interests to that portion of section 201 which re- 
quires that the Secretary, in making any determination of the con- 
sumption estimate: 

* * * jn addition to the consumption, inventory, population, and demand 
factors above specified and the level and trend of consumer purchasing power, 
shall take into consideration the relationship between the prices at wholesale 
for refined sugar that would result from such determination and the general 
cost of living in the United States as compared with the relationship between 
prices at wholesale for refined sugar and the general cost of living in the United 
States obtaining during 1947 prior to the termination of price control of sugar 
as indicated by the Consumers’ Price Index as published by the Bureau of Labor 
Statistics of the Department of Labor. 


Such use of the Consumer’s Price Index, and the specified relation- 
ship between sugar price and general cost of living first appeared in 
the Sugar Act of 1948. 

Perhaps it is only natural, therefore, that this new feature of the 
Sugar Act of 1948 seems to be looked upon by those interests as the 
very keystone to the entire sugar supply and allocation system em- 
bodied in that act. 

We do not share that view. It is obvious from the complete provi- 
sions of section 201, that such price relationship is but one of the 
criteria which the Secretary “shall use,” “shall make allowances” for, 
and “shall take into consideration,” with the price relationships in 
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the latter category. That absolute and positive maintenance of such 
price relationship is not a condition precedent to establishment of 
the supply of sugar to be permitted by the Secretary under the act 
is apparent from “the testimony of the then Secretary of Agriculture, 
Clinton P. Anderson, when testifying before the subeommittee of the 
House Committee on Agriculture at “the time the Sugar Act of 1948 
was under consideration, 


He said: 


The last-named standard does not require the Secretary to limit his estimate 
of consumption requirements to an amount which would assure such a price for 
refined sugar, but merely provides that this factor shall be taken into considera- 
tion, together with the other factors, in the issuance of determinations under this 
section.’ 


7 Testimony of the Secretary of Agriculture and the Director of the Sugar Branch, U. S. 
Department of Agriculture, relating to section 201 of the Sugar Act of 1948, and espe- 
cially the sugar price—general cost of living factor of that section. (Source: Hearings 
before the Committee on Agriculture, House of Representatives, 80th Cong., Ist sess., on 
the Sugar Act of 1948, June 21, 25, 27, 1947.) 

Statement of Hon, Clinton P. Anderson, Secretary of Agriculture (p. 16) 

Section 201 of the bill would change the method of estimating each year the quantity 
of sugar needed to meet the requirements of consumers in the continental United States. 
The Sugar Act of 1937 now provides that the estimate of consumption requirements shall 
afford a minimum annual supply to consumers, on a per capita basis, no less than that 
of the 2-year period 1937-38. This per capita standard is omitted from the bill and there 
is provided instead the direction that the Secreté iry, in making such a determination, shall 
take into consideration certain standards with a view to providing a supply of sugar which 
will be consumed at prices which will not be excessive to consumers and which will fairly 
and equitably maintain and protect the welfare of the domestic-sugar industry. The 
standards to be taken into consideration include the level of consumption during the 
preceding year, a possible deficiency or surplus in inventories of sugar, changes in popu- 
lation and demand factors, the level and trend of consumer purchasing power, and the 
relationship between the prices at wholesale for refined sugar that would result from the 
determination and the general cost of living in the United States as compared with the 
relationship between the prices at wholesale for refined sugar and the general cost of 
living in the United States obtaining during 1947 prior to the termination of price control 
on sugar. The last-named standard does not require the Secretary to limit his estimate 
of consumption requirements to an amount which would assvre such a price for refined 
sugar, but merely provides that this factor shall be taken into consideration, together 
with the other factors, in the issuance of determinations under this section. * * #* 


Statement of James H. Marshall, Director, Sugar Branch, and others, Department of 
Agriculture (p. 62 et seq.) 

Mr. MARSHALL, The major change, Mr. Chairman, was to omit a provision in the old 
law, or in the present law, which said that the consumption estimate in no case would 
be less than the specified per capita consumption, and in the last act I believe that was 
the average per capita consumption for the 2-year period of 1987-38. That has been 
omitted. 

One rather new factor, and I believe more than one new factor, has been added. One 
of the new factors that has been added is that the Secretary, in making this determination, 
must take into consideration—in establishing the consumption level he must take into 
consideration the relationship between the price at wholesale for refined sugar that would 
result from his determination and the general cost of living in the United States, as com- 
pared to that relationship between the wholesale price for sugar and the cost of living 
during 1947——this year—prior to the termination of price control. 

The CHAIRMAN. Do you have any figures which would indicate the difference that would 
be secured by applying each of the two methods, as far as prices are concerned ? 

Mr. MARSHALL. Yes, Mr. Chairman. First I think I should add there are some other 
additional factors that we must take into consideration, such as the level and trend of 
consumer purchasing power. 

About the only comparison we can make is to use this factor and apply it to the past 
and see what kind of price that factor alone would result in as compared with the price 
that did exist. 

The CHAIRMAN, What was the reason for making the change? Was the old formula 
unsatisfactory ? 

Mr. MARSHALL. As I understand it, Mr. Chairman, the reason why the domestic sugar 
people are desirous of that change is they feel the old factor did not reflect quite as high 
a price as it should have, because if that factor had been in existence during the prewar 
period, it would have resulted in a slightly higher price. I think it isn’t just that fact, 
however ; it is also that they are fearful that the old minimum which was in there on the 
1937-38 per capita consumption could, under certain circumstances of depressed incomes, 
result in a very low price for sugar, if the estimate had to reflect 102 pounds raw value 
per capita, which is the old standard. * * * 

The CHAIRMAN. There isn’t anything in the bill to determine how much weight you are 
to give to each one of these factors? , 

Mr. MARSHALL. There is nothing in the bill to determine that; no, sir. It merely says 
we should take these seven factors into consideration. 

The CHAIRMAN. It really leaves it pretty “= h to the Secretary. He does not have to 
give any particular weight to any one of the factors. That is pretty much in the hands 
of the Secretary of Agriculture. 


(Footnote continued on p. 257) 
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Admittedly, up to the present time, the determination of annual 
sugar requirements by the Secretary of Agriculture has not been 
presented upon any basis in which use of this particular criterion has 
appeared as the predominant factor in deciding what the Nation’s 
permitted supply of sugar should be. But, so long as the opposite 
interpretation of the act persists on the part of the producer-proc- 
essors, so long as they pursue that as their basic objective under the 
act, and just so long as such determination is a matter resting pri- 
marily in the discretion of an individual, then just to that extent is 


Mr. CLEVENGER. The Secretary of Agriculture and the State Department. 

The CHAIRMAN. We haven't heard the Secretary of State. 

Mr. MARSHALL, As I see the provision, Mr. Chairman, that is just what it does. He 
does have to take all these things into consideration, but there are so many others that, 
after all, about the thing he has to do is to decide what price for sugar will reasonably 
maintain the domestic industry and at the same time be fair to consumers, and work it 
out on that level. 

The CHatrRMAN. These figures you have given then do not have very much value, do 
they, as indicating what the use of this formula might bring out in the way of quota as 
compared to the use of the old formula? 

Mr. MARSHALL. No; those particular figures have no value except to show you what one 
of the seven factors might result in, and it means nothing at all until we work out the 
other six factors. 

Mr. Pace. What particular person or group of persons wrote this formula? Certainly 
they had some figures to guide them. Did Mr. Shields prepare it? 

Mr. MARSHALL. The domestic sugar people had a quite different provision than this to 
propose to us in the beginning. It did give some more weight, or indicated that more 
emphasis was to be given to this relationship than is shown here. We did not like that, 
because we did not think we should tie it to one factor of that kind, not knowing what 
might happen to that relationship in the future. 

. Mr. Pace. But you are not telling us what is going to happen to us on these seven 
actors? 

Mr. MARSHALL, That is correct. We cannot tell you in advance what the factors will 
result in. As I see it, it will put us right back to where we were under the old act, except 
= - not have the minimum quantity based on a previous average per capita consumption 
evel, 

Mr. Pack. Do you think anybody could give us the answer to the application of these 
several factors? 

Mr. MARSHALL. No, sir: I do not think so. I think about the only answer they can 
give you is it is up to the Secretary of Agriculture, taking these things into consideration. 
As I see it, these things merely mean that the Secretary cannot just arbitrarily make a 
determination of what the price of sugar ought to be. He has got to be able to show that 
he has reasonably taken into consideration these several factors and show that he has 
done about the best job possible of taking those several factors into consideration and 
arriving at a price of sugar that is fair to the domestic industry and to the consumers. 

Mr. Pace. You mean he would be perfectly free to weight those factors as his discre- 
tion dictates? 

Mr. MARSHALL. As I read the bill, sir, he would be. 

Mr. Pace. Each factor under this language would not be required to have a certain 
weight? 

Mr. MARSHALL. No, sir. 

Mr. Pace. Is there anything that says each factor shall not be equally weighed? 

Mr. MARSHALL. There is nothing. 

Mr. Pacer. Would it not be a reasonable construction, if you have six factors to con- 
sider, that you should give each of them equal weight ? 

Mr. MARSHALL. I would not say, sir, because one factor might be more important than 
the other. For example, the level of consumer purchasing power would be more important 
than the desirable change in the inventories of sugar. 

Mr. FLANNAGAN. Don’t you think until we know what these different factors will 
approximately add up we are not in a position to decide? We don’t know where we will 
wind up. I imagine someone has got a pretty good idea as to what the factors will add 
up to or they would not have put them in this bill. 

Mr. MARSHALL. I do not think they could have had any pretty good ideas of how they 
could come out. 

Mr. FLANNAGAN. Are we going to legislate in the dark? 

Mr. MARSHALL. IT was merely saying that the determination shall be made by the 
Secretary of Agriculture. 

Mr. FLANNAGAN. All right. What is this taking into consideration of these factors 
going to add up to? You admit you only took into consideration one factor. 

Mr. MARSHALL. Yes. 

Mr. FLANNAGAN. What is it going to add up to? Don’t you think the committee should 
have that information before we pass upon this provision ? 

Mr. Dicer. I do not believe there is anything specific that we can give you on that point. 
It may pretty well be that conditions existing as of the time this consumption estimate 
may be made, in the first 10 days of 1948, may be quite different, probably will be quite 
different, than the conditions that may exist a year later. 

Mr. FLANNAGAN. That is quite true, but I do think you should work up a table showing 
as to what it would be as of today. We ought to have some yardstick. 

Mr. Dice. One of the things which shows it is extremely difficult to work up something 
up to date is the fact that we haven't a representative period of consumption prior to 
the making of the determination. Now at the end of this year we will have a little more 
representative period, although the distribution for the major portion of this year will 
still have been under control. We will have more information with respect to the actual 
demand for sugar at the present price. 


(Footnote continued on p. 258) 
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their potential danger the view may ultimately prevail that sugar 
prices should rise to the same extent as other items affecting the 
“general cost of living in the United States,” and to the exclusion or 
subordination of the other criteria specified in the act. 

As a large segment of the sugar consumers of the country, we fear 
that this particular provision, through the insistence and the efforts 
of the sugar producer-processors, may eventually tgs. into the 
thing that they seem so to consider it—the basis upon which sugar 
prices shall be fixed by restriction of the supply. 


Mr. FLANNAGAN. Will it raise or lower the price of sugar when you take into con- 
sideration all these matters? 

Mr. MARSHALL. We can’t answer that. 

Mr. Dice. Beg pardon, Mr. Flannagan? 

Mr. FLANNAGAN. What is going to happen to the price of sugar when you take into 
consideration all these factors? Is it going up or down? 

Mr. Dice. I do not believe that question can be answered specifically. I would venture 
the personal opinion that it probably would not go up. 

Mr. FLANNAGAN. It would not go up? 

Mr. Dice. Probably not. But again the level and trend of consumer purchasing power 
toward the end of this year, the consumer price index, the general cost of living by that 
time, the evidence we have as to inventories of sugar and the desire on the part of the 
trade to build up inventories, may all have a bearing on that determination. So that for 
us to say that the price will be higher or lower, or will be at some specific level, will be 
extremely difficult. 

The CHAIRMAN. If we have a recession between now and January 1, that would change 
tremendously the figures that you might work out now, wouldn't it? 

Mr. Dice. I should think it would have quite an effect on it. 

Mr. FLANNAGAN. What effect would that have? 

Mr. Dice. When he says if we have a recession, I presume that would be reflected in 
the decline of consumer purchasing power. Perhaps it also might be reflected in a 
general decline of prices. It is difficult to say, because other factors affect that. It 
may very well be that the demand for sugar will decline in the event of a recession, and 
taking all of those factors into consideration, the price that might result from a given 
estimate of consumption, or given availability of sugar, might be lower than it would have 
been had the same estimate of consumption been made with generally higher costs and 
higher demand. 

Mr. PoaGe. Will the gentleman yield? 

The CHAIRMAN. Yes. 

Mr. Poace. I haven't forgotten, although I know a lot of us would like to forget, all 
about several years ago when we were fixing ceilings on a lot of commodities and, in 
effect, fixing agricultural prices, that Congress passed legislation that no ceiling should 
be fixed lower than it was on a certain date. here was some wording put in the bill 
giving the Secretary authority to ‘‘adjust for seasonal variations.” I recall very vividly 
that in the case of one particular commodity, grapefruit, the price Was something over 
$2 a box on the date mentioned. The law said very plainly the Secretary could not 
fix ceilings lower than the price on that specific date, yet they fixed the price I believe at 
70 cents a box and told us that was done because it was adjusted for seasonal variations, 

Isn’t this clause in here about the yore 4 or about “the level and trend of con- 
sumer prices,” isn’t that just about as vague and just about as well calculated, to enable 
the Department to do anything in the world it pleases as that clause about being adjusted 
for seasonal variations? 

r. MARSHALL. Mr. Poage, I would say, as I see it, this doesn’t put the determination 
in the hands of the Secretary any more than the old act. It just adds some additional 
factors he must take into consideration, and since he has got to publish his findings in 
the Federal Register, he has got to work out something that is reasonable information. 
The only change, except for those additional factors he must take into consideration, is 
the removal of a minimum estimate that he must make. 

Mr. Poacr. He may have worked it out all right in the past and he may work it out 
all right in the future. I must, however, say he did not work it out fairly, in my opinion, 
as to a good many agricultural commodities in the days of price control. For instance he 
put a different figure and a much lower figure on snap beans in Texas than he did in 
Arkansas. As long as we leave it open to that sort of thing, isn’t this Congress to blame 
if at any future date any Secretary of Agriculture—Anderson won't be Secretary forever— 
if any Secretary of Agriculture ever imposes apn unfair determination? Wouldn’t that be 
our fault because we have left the door wide open? 

Mr. MARSHALL. I will say, Mr. Poage, no one would be happier than we would be 
if | — possible for you to write a formula saying exactly what the price of sugar 
would be. 

Mr. GRANGER. Mr. Marshall, you say you are just adding some new things to be con- 
sidered. Under the old law there was no way of determining exactly how it would work, 
was there? 

Mr. MARSHALL. No, sir. + 

Mr. GRANGER. The only thing this does is add some more factors to be considered that 
might make it a little more indefinite ; isn’t that right? 

Mr. MARSHALL. I wouldn't say it would make it more indefinite. It adds some more 
things we have to take into consideration. It is about the same degree of indefiiniteness, 
perhaps, as before. * ag . 
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THE CONSUMER SAFEGUARDS NEEDED 
; 

The foregoing represent our basic reasons for recommending that, in 
the extension of the Sugar Act of 1948, as proposed by H. R. 452 1, con- 
sideration be given to ‘insertion of an additional safeguard, or s ‘safe- 
guards, to the end that one of the primary purposes “of the act “to 
protect the welfare of consumers of sugar” will be adequately served. 

We believe it is now proper to consider such amendments as may 
give, to our sugar-consuming population, necessary additional assur- 
ances that administration of this law will continue to be directed to 
the protection of their welfare jointly with the protection of those 
engaged in the domestic sugar-producing industry. 

Vith that in mind we recommend two amendments to the pending 
bill, having the following effect : 

(1) To make more definite and certain the standard to be used by 
the Secretary of Agriculture in the determination of his estimate of 
annual sugar-consumption requirements, as set out in section 201; and 

(2) To avoid a too lengthy period prior to reexamination and 
reconsideration of the effects of the renewal of this legislation, with 
the accomplishment of this to come from a reduction in the period 
of the proposed extension from 4 years to 2 years 


AMENDMENT OF SECTION 201 


As to the first of the proposed amendments, we believe it would be 
helpful to outline the various forms in which basis for the Secretary’s 
determination of the permitted sugar supply has appeared in the legis- 
lation on this subject since the current type of sugar-regulatory pro- 
gram was initiated. 

This may be presented in its general aspects as follows: 

Sugar Act of 1934, Public, No. 213 (H. R. 8861), Jones-Costigan 
Act, 73d Cong., approved May 9, 1934) : 

Section 4, amending section 8 of the Agricultural Adjustment i 
established the supply by formula limiting quotas for offshore are 
furnishing sugar to the United States, after domestic areas had heen 
provided for by statutory quotas, to the use of data on importations 


» 


for the three most representative years, out of the period 1925-33. 
Sugar Act of 1937, Public No. 414 (HI. R. 7667) , Seventy-fifth Con- 
gress, approved September 1, 1937: 
In conference on H. R. 7667, after several changes in the determina- 
tion basis, a provision was adopted that the additional allowances— 


shall be such that in no event will the amount of the total supply be less than 
the quantity of sugar required to give consumers of sugar in the continental 
United States a per capita consumption equal to that of the average of the 2-year 
period 1935-36." 


‘As initially introduced (H. R. 5326), the basis for quota (or supply) determination 
was distribution for 12 months ending October 31 next preceding the quota year, adjusted 
for estimated changes in population, demand conditions, and inventories of sugar. 

As reported by the Committee on Agriculture (as H. R. 7667), the foregoing was sup- 
plemented by a provision that the Secretary shall make such additional allowances as he 
shall deem necessary so that the supply of sugar made available will not result in prices 
in excess of those necessary to make the production of sugar beets and sugarcane as 
profitable as the principal other agricu!tural crops. 

As reported by the Committee on Finance of the Senate, the criteria were changed to 
preclude a reduction in sugar price contrary to the percentage representing the relation 
between the index of the price of sugar and the index of the average price of all domestic 
foods in the period 1932 34. In so doing, it was stated that “It is believed that the use 
of the indices of the price of sugar and average price of foods will be more satisfactory 
than the use of the data with respect to profits of producers of the five principal agri- 
cultural cash crops.” 
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The bill was enacted in that form. 

By amendment—Public Resolution 104, Seventy-sixth Congress, 
approved October 10, 1940—the 2-year period 1937-38 was substituted 
for the original period 1935-36. 

Vigorous efforts appear to have been made by the sugar interests, 
in the years following enactment of the Sugar Act of 1937, to elimi- 
nate from it the per capita minimum to which we have referred.® 


1940 PROPOSALS FOR AMENDMENT 


It appears that in 1940, by H. R. 8746 and H. R. 8893, proposals 
were made that the criteria set out in section 201 be amended to pro- 
vide that retail sugar prices in excess of 80 percent of parity, as de- 
fined in the bills, shall be considered excessive to consumers, and that 
retail sugar prices less than 76 percent of parity are below those prices 
necessary to maintain the domestic sugar-producing industry as a 
whole. 

The proposed amendment was not enacted. 

Sugar Act of 1948, Public Law 388 (H. R. 4075), Eightieth Con- 
gress, approved August 8, 1947: 

As proposed, and enacted, the basis for determination of the per- 
mitted sugar supply were changed to provide that the Secretary— 


in addition to the consumption, inventory, population, and demand factors 
above specified and the level and trend of consumer purchasing power, shall 
take into consideration the relationship between the prices at wholesale for 
refined sugar that would result from such determination and the general cost 
of living in the United States as compared with the relationship between prices 
at wholesale for refined sugar and the general cost of living in the United States 
obtaining during 1947 prior to the termination of price control of sugar as indi- 
cated by the Consumers’ Price Index as published by the Bureau of Labor 
Statistics of the Department of Labor. 


®In 1939 the biil S. 69, to amend the Sugar Act of 1937, increasing the domestic share 
of the market and eliminating the provision for a minimum estimate of consumption, was 
introduced. 

Under date of April 18, 1939, President Roosevelt commented in congressional corre- 
spondence on this effort to amend the Sugar Act, of which the following extracts are 
vertinent : 
. “* * * Tam advised, however, that only a year and a half after exhaustive consid- 
eration by the Congress and the administration of the 1937 legislation, the sugar lobbyists 
. = are pressing for drastic amendments to the act which would disrupt the balance 
established in the existing legislation as between the opposing interests of the various 
groups concerned; they would further burden consumers for the additional benefit of 
producers, seriously impair one of the principal markets for our export crops, and establish 
discrimination among various parts of the United States. * * * 

“The second amendment in 8. 69 would unfortunately delete the present provision 
in the Sugar Act designed to protect the housewives of the Nation against sugar prices 
in excess of those necessary to maintain the domestic industry. In recent years the total 
burden of sugar legislation on consumers, if measured by the full difference between the 
unprotected price of sugar in world markets and the protected price in the United States. 
has been equivalent to the purchasing power of approximately 50 quarts of milk and 50 
loaves of bread per annum for each family in the United States. * * *” 

While S. 69 was approved by the Senate on March 23, 1939, it was reported by the press 
on May 25 to have been “shelved” in the House Committee on Agriculture (Lynsky, Myer: 
Supplement to Sugar Economics, Statistics, and Documents, U. S. Cane Sugar Refiners’ 
Association, 1939, pp. 422-423.) 

Similarly, in a letter to the chairman of the House Committee on Agriculture, dated 
April 11, 1940, President Roosevelt responded to a request for comments on “various 
bills” (unidentified) with respect to sugar which were then pending before the committee. 
Included in such comments was the following statement : 

“In the third place, the bills submitted to your committee include a proposal that 
would sacrifice the protection afforded consumers under existing legislation and substitute 
a sugar price standard requiring a reduction in total quota supplies to consumers to a 
point that would enhance sugar prices beyond the level required to give a majority of 
producers full parity returns. One of the principal objectives of the sugar program is to 
assure producers and others fair and reasonable income; but, after that has been done, 
further increases in price would place an excessive burden of public protection for the 
sugar industry as a whole on agriculture, industry, consumers, and taxpayers” (Bern- 
hardt, Joshua ; The Sugar Industry and the Federal Government, p. 231). 
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It will be noted from the foregoing that both in the 1934 act and 
in the 1937 act basis was provided for safeguarding the historical 
quantities of sugar required by consumers in a specified period; the 
former being on a representative-years basis, and the latter on a per- 
capital-consumption basis. 

From the standpoint of user-consumers of sugar, and in view of 
what we have previously pointed out herein, it would appear that 
some such protection should be added to the provisions of section 201 
of the Sugar Act of 1948. This can be done in the pending bill H. R. 
4521. 

We do not advocate that the criteria already specified in section 
201 be eliminated, but we do believe that they should be subject to 
an overriding minimum which must be observed by the Secretary 
in the making of his annual determination of sugar consumption re- 
quirements for any year. 

Accordingly, we recommend for consideration by this committee that 
this take the form of a provision to be added to section 201. Such 
provision should have the effect of requiring that, notwithstanding 
the basis previously specified in section 201, such determination shall 
not be less than the annual average of the quantity of direct-consump- 
tion sugar distributed in the continental United States, as indicated 
by the official statistics of the Department of Agriculture, during the 
2 years ending October 31 next preceding the calendar year for which 
the determination is being made. 

We urge that this minimum determination be made mandatory and 
not subordinate to any of the bases or purposes preceding it in the 
section. In addition to the attacks on it during 1939 and 1940, previ- 
ously referred to, it may be recalled that the per capita minimum 
provision of section 201, of the Sugar Act of 1937, was held by the 
Department of Agriculture in 1939 to apply only in the event that 
the computations under the other provisions of that section would 
result in prices “in excess of those necessary to maintain the domestic 
sugar industry as a whole.” ” 

The minimum provision here suggested should be made not sub- 
ordinate to any other of the bases provided for the determination 
authorized under section 201. It should be definite and precise as 
means for assuring consumers that artificial shortages of sugar would 
not occur as the result of undue restrictions on normal supply. 

It must be remembered that this is still a growing country. Our 
population is increasing at the rate of approximately 2 percent each 
year. Even using the moderate figure of 8 million tons—raw value— 
as a base, this means an annual increase in the Nation’s sugar re- 
quirements of at least 160,000 tons—raw value. This, of itself, is a 
substantial measure of assurance that application of the suggested 
minimum to the sugar supply permitted under the act cannot be 


1¢ Bernhardt, Joshua: The Sugar Industry and the Federal Government (Sugar Statistics 
Service, Washington, 1948), pp. 212-213. 

The same source points out that at the time sugar quotas were suspended in September 
1939 the estimate of consumers’ requirements for that year, established by the Secretary 
on March 30, 1939, was 6,755,386 tons, a reduction from the initial estimate of 6,832,157 
made on December 23, 1938 (the per capita minimum provision of sec. 201 being used as 
primary basis). . 

“The Department’s estimate for 1939 was severely criticized by some interested per- 
sons during the entire year prior to suspension of the program as making available exces- 
sive supplies to consumers. However, the actual sugar distributed for consumption for 
the calendar year 1939 amounted to 6,870,491 tons” (p. 229). 
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detrimental. In fact, it demonstrates its positive necessity, as that 
minimum would not reflect the added supply required for the increase 
in population in the future years to which it would apply. 

The complete reasonableness of such a minimum requirement is 
further shown by the fact that it would make no drastic change in 
current administrative procedure, demonstrated by the following il- 
lustration as of its application to the facts of the past 2 years relating 
to supply determination and actual distribution ; 

[Short tons] 





} 
| Average of 2 


. ‘ ic. 
Actual dis [Initia quota | | Final quota | preceding 


|. tribution 


Year ending Oct. 31: 


, 434, 000 
, 140, 000 : ye % 
, 647, 000 | , 250, 000 | 7, 590, 000 | 7, 287, 000 
8, 148, 000 | , 590, 000 8, 700, 000 | 7, 394, 000 
3, 090, 000 8, 250, 000 7, 898, 000 


Source ; Sugar mennetd No. 10: USDA, Nov. 20, 1950; and 8S. Res. 811, Revised 1, Saueak? 
ment of Agriculture announcement of 1951 quota revision, June 8, 1951. 

In other words, the application of such a minimum requirement 1n 
determination of the permitted supply of sugar for the years 1949, 
1950, and 1951 would have made no change in “the final determination 
as actually made by Secretary of Agr ‘iculture. 

And only in the year 1949 would it hay e affected the initial quota 
determination made “a him, and then only in minor degree. Instead 
of establishing such first total of the permitted supply at 7,250,000 
tons, he would have been required to set it at 7,287,000 tons. Actual 
distribution for the calendar year 1949 was 7,588,000 tons. 

Such a minimum would safeguard the consumer against arguments 
and pressures as to how much less should be made available than he is 
accustomed to. We believe such a safeguard is needed in view of what 
we have outlined in this statement. 


AMENDMENT OF EXTENSION PERIOD 


Section 4 of H. R. 4521 proposes to amend section 411 of the Sugar 
Act of 1948 to terminate the powers vested in the Secretary of Agri- 
culture on December 31, 1956. 

We recommend that the termination date be changed to December 
31, 1954, and that any necessary change to correspond with that be 
made in section 5 relating to taxes. 

As previously pointed out, we feel that an extension of the act for 
2 years, instead of 4, is necessary to provide an opportunity for more 
readily considering the effects of the sugar program under the act in 
the years which are ahead of us. 

The current period of emergency in world affairs, and the unsettled 
and disturbing nature of domestic conditions as the result, make it 
virtually impossible to plan too far ahead. Sugar is readily affected 
by world conditions, whether we refer to our offshore sources of supply 
or to conditions relating to production, processing, and distribution 
within the continental United States. We feel that the shorter period 
before another examination of the act is the proper course. 

Such procedure is amply supported by precedent. 
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The Sugar Act of 1937 was enacted to terminate December 31, 1940, 
by Public No. 414, approved September 1, 1937. 

By Public Law No. 860, approved October 15, 1940, its termination 
date was extended 1 year, to December 31, 1941. 

By Public Law 386, approved December 26, 1941, the termination 
date of the act again was extended for 3 years, to December 31, 1944. 

By Public Law 345, approved in June 1944, the termination date of 
the act was extended 2 years, to December 31, 1946. 

And by Public Law 558, approved July 27, 1946, its termination 
date was extended 1 year, to December 31, 1947. 

The Sugar Act of 1948 was enacted as Public Law 388, approved 
August 7, 1947, with the termination date set at December 31, 1952. 

The Cuamman. Mr. Peyton, do I understand from this last page, 
page 18, complying with your suggested minimum, actually the Sec- 
retary exceeded the minimum which would have been in operation ; 
that is, had your suggestion been accepted, did he not? In other 
words, this year, for instance, 1951, the quota was fixed at 8,000,000. 

Mr. Peyton. 8,250,000 tons currently. 

The Crarrman. Under the minimum suggested by you, it could 
only be 7,898,000 tons? 

Mr. Peyron. Under the suggestions made by us, Mr. Chairman, 
in no event could the Secretary set a quota below 7,898,000 tons. 

The Cuamman. Actually he set it above that. 

Mr. Pryron. He could set it above that. 

The Cuatmman. He did, did he not ? 

Mr. Perron. He did set it above that ; yes, sir. 

The CHatrMan. The same in 1950 and in 1949? 

Mr. Pryron. That is why we refer here to this minimum as the 
safeguard. We may not always have the current Sugar Branch. 

The Cnatrman. Why should you attach such importance to the 
safeguard if actually in administering the act it has gone above the 
minimum in the past 3 years? 

Mr. Peyton. Well, there were considerable pressures, Mr. Chair- 
man, last year at the sugar hearings before the Department by the 
producer-processor interests to have a quota set at 7,200,000 tons. 

The Cuairman. That shows that the administrators do not yield to 
pressure, and notwithstanding the pressure they made an honest 
estimate. 

Mr. Pryron. They made an initial quota of 7,500,000 tons, or some 
650,000 tons below the actual distribution. That was corrected before 
the year end when, I believe, that year their final quota was 
8,700,000 tons. 

The Cuairman. In other words, in 1950 they fixed it at 7,500,000 
tons ¢ 

Mr. Pryton. That is right. 

The Cuairman. As the initial quota, and finally increased it to 
8,700,000 ? 

Mr. Peyton. That is right. 

The CuatrrMan. Even the initial quota in 1950 was higher than 
the minimum suggested by you? 

Mr. Peyron. That is right, sir. 

The Crairman. And the initial quota in 1949 was 37,000 less than 
the minimum suggested by you? 
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Mr. Peyton. That is right, sir. We said, I think, in this statement, 
Mr. Chairman, that and_ complimented the administration of this 
Sugar Act by the present Director of the Sugar Branch and by the 
present Secretary of Agriculture. We may not always have them 
there, and this is in effect a safeguard—of course, we have been in a 
rising consumption period here—against someone who would actually 
be price-minded to the extent that they would cut the American public 
sugar supply below their actual requirements. 

The Cuarman. All right. What I want to get straight is, that has 
not happened up to now ¢ : 

Mr. Peyton. No, sir. 

The Cuatmman. In administering the act, the estimates have been 
sufficiently high to provide an adequate supply of sugar; is that not 
true ! 

Mr. Peyton. Well, yes, that is true. 

The Cuairman. As I understand it, the Department does not cal- 
culate parity on sugar, but we do have some figures on sugar beets 
and sugarcane. And the information I have just received ‘indicates 
that the farmers are receiving for sugar beets only about 90 percent of 
parity, and for sugarcane 98 percent “of parity. 

Looking at the program from the standpoint of the producer it has 
not operated so as to increase unduly his price. And if sugarcane is 
maintained at about 98 percent of parity it is easy to see how sugar- 

cane producers would be fairly well satistied with 98 percent of parity, 
but, on the other hand, sugar beet producers get only 90 percent of 
parity. And, certainly, the price fixed under the Sugar Act does 
affect the welfare of the producers of beets. 

Mr. Peyron. That is correct, sir. As we state here we are in no 
Way attempting to defeat in any way the Sugar Act. 

The Cuairman. In the first place, you suggest a minimum provision 
below which the Secretary under those circumstances could go. 

Mr. Peyton. That is right, sir. 

The Cuatrman. Then you suggest a definite criteria for his deter- 
mination as to the estimate which he will finally make. 

And that is based upon a percentage, per capita consumption. 
What was the other / 

Mr. Pryton. No, Mr. Cooley, there was in the provision of the 
Sugar Act before 1948, as you remember, a provision which provided 
that the Sec retary in effect could not go below a per capita consump- 
tion estimate in setting his distribution figure or domestic-consump- 
tion figure. That provision was deleted from the Sugar Act of 1948, 
and this provision is a similar one. And in our opinion a more con- 
servative limitation on him than a per capita consumption figure 
would be. For instance, if you look at the per capita consumption 
figures, and Mr. Myers will have to check me on this, I think last year 
we had a per capita consumption figure of something over 102 pounds 
per capita. 

Mr. Myers. I believe your figures show that. 

The Cuarrman. You do suggest amendment to the act? 

Mr. Peyton. Yes. 

The Carman. Which would improve the criteria used by the 
Secretary in making his determinations and estimates ? 

Mr. Peyton. It would make it more definite, and give a congres- 
sional minimum that would guide the Secretary in the exercise of what 
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we have found in the legislative history to be almost unlimited discre- 
tion. 

The Cuatrman. Refined sugar is now selling at what—9.32 ? 

Mr. Myers. No, 8.75, sir. 

The Cyaan.’ It would have to sell at 9.32 to reflect parity to the 
beet-sugar producer. 

Mr. Prrron. The Sugar Act, Mr. Cooley, does not require that 
supply be restricted to the point ‘where the sugar producer gets parity. 

The Cuatrman. No; it does not require it. Tae do know that if 
you substantially increase the supply or increase it unduly the beet 
producers and cane producers are the first to suffer on account of it; 
is that not true? 

Mr. Perron. And we state here that we certainly do not advocate 
glutting the market with sugar because we are primarily interested 
in an adequate supply of sugar and if you run producers out, why, 
you may not get that. 

The Cuarrman. All right. Of course, the producers have an in- 
terest in the successful operation of this act and the processors have a 
definite interest, and, likewise the consumers. 

The act has operated very successfully, do you not think? 

Mr. Preyron. I think it has been administered equitably. 

The Cyaan. It was not the sole purpose of the act to restrict 
sugar, but it was to provide the American people with an adequate 
supply of sugar: is that not the basic purpose of the act ¢ 

Mr. Pryron. We would like to agree with that, Mr. Chairman. 

The Cramman. Well, that is true, is it not, as to the purpose / 

Mr. Pe YTON. That is one of the purposes, certainly. That would 
mean that that would be the protection of the welfare of the consumer 
of sugar. We want this safeguard only for the purpose of preventing 
authority being given by the Congress to unduly restrict the supply 
of sugar. 

The Cuamman. All right. I think we can all agree that none of 
us want to restrict unduly the supply, but the main real objective of 
the act was to provide an adequate supply of sugar to the consuming 
public in this country and at the same time take care of the producer 
to the extent that they could continue to produce sugar in this coun- 
try; is that not true? 

Mr. Pryron. I think that is a fair statement, sir. 

The Cuairman. You represent many organizations ¢ 

Mr. Pryron. The membership of these organizations—and this is 
an estimate of my own—would represent something over 95 percent 
of the industrial use of sugar in the United States. 

The Cuaraan. What I am coming to is this, if we had no Sugar 
Act at all the people you represent here would be facing a rather un- 
certain future, would they not, and would be right back where we 
were before we had any Sugar Act; you would have no guaranty 
about the supplies of sugar or about the prices of sugar? 

Mr. Pryron. We are not here protesting a Sugar Act. 

The Cuarrman. I know you are not; in other words, if I understand 
it, you approve generally the Sugar Act? 

Mr. Peyton. That is right. 

The CuatrmMan. But you make some suggestions with reference to 
amendments ? 
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Mr. Perron. Yes. There may be individual dissension in this tre- 
mendous group. 

The Cuaimman. The reason I wanted to go into it, of course, is 
on account of the fact that all of us have some of these very people you 
represent operating in our districts. 

Mr. Peyron. That is right, sir. Some 30,000 bakers, I think. 

The Cuatrman. Are there any further questions ? 

Mr. Horr. Are you aware of any other legislation which goes any 
farther in the direction of protecting consumers than does the Sugar 
Act, that is, any Federal legislation ! 

Mr. Pryvon. Mr. Hope, that is a difficult question to answer. 

Mr. Horr. I realize that, but I think you will agree, whether you 
answer that question or not, will you not, that this act goes very far 
in the direction of protecting the consumer ? 

Mr. Pryron. This act has some discretionary language in it that 
if applied to the protection of consumers would protect them. 

Mr. Horr. Well, it has been administered, I believe I can deduce 
from your statements so far, in such a way as to protect the consumers ; 
has it not? 

Mr. Peyron. We have not always been in complete accord with the 
domestic-consumption estimates that have been set, Mr. Hope. We 
have frequently held conferences with the Secretary of Agriculture 
and with the Sugar Branch all of which have been most pleasant, 
protesting the lowness of the domestic consumption estimate because 
we feared its effect on supply, and it has been a constant situation 
where we have tried, and this has only been of recent years, to put 
the consumer interests before the Department of Agriculture. And 
I think they have given us from time to time a sympathetic ear. 

Mr. Horr. You have expressed in your statement a fear—I do not 
think it is any great fear—that the producing interests sometime in the 
future might get the ear of the Secretary of Agriculture in office at 
that time and induce him to disregard the interests of the consumers. 
How serious do you think that is? 

Mr. Peyton. Well, now, I do not think that they do that for any 
purpose other than to serve their own interests. I think it has been 
a fair, aboveboard presentation, both on the part of the producers 
and on the part of the industrial users. 

They necessarily will disagree with us, because a limited supply 
will give them higher prices. We necessarily disagree with them, 
because an inadequate supply will give us inordinately high prices. 

Mr. Horr. Yes. And when the Secretary considers the question 
of supply, and supply determines the price, you have the same access 
to the Secretary that the producers have, do you not; you use the 
same machinery, you have the same opportunity to be heard that the 
producers have, do you not ¢ 

Mr. Peyton. Yes, sir, Mr. Hope, but the background of the Depart- 
ment of Agriculture which I was with for a time, you know, has over 
the years been largely producer-minded, and rightly so. That is 
why it isthe Department of Agriculture. And when we get into this 
new-type thing, legislation that actually affects the consumer, why 
it is only in the last few years that the consumers’ voice has even been 
heard in the Sugar Act, althought they pay the freight. 

The Cnarrman. You explained that a moment ago. It was not 
due to the influence of the Department of Agriculture; certainly not 
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due to the influence of Members of Congress, but due to the indiffer- 
ence of the consumers themselves—they did not assert themselves. 

Mr. Peyron. I admit a laxness on the part of consumers. They are 
a varied, heterogeneous group and it is difficult for them to have the 
same group as an organized group. 

The Cuarmman. What do you mean when you say the consumers 
are not organized? They are organized sufficiently to have you repre- 
sent 14 groups. 

Mr. Peyron. And this is in the last few years, only, Mr. Cooley. 

Mr. Hore. On that point, and that is what I was leading up to, if the 
producers are organized and the consumers are not, it might be con- 
tended that even though both groups had equal access to the Secre- 
tary to present their views before he made his determination, that 
there was no opportunity for the consumer voice to be heard, but when 
the industrial consumers are as well organized as they appear to be 
from the list of organjzations that have authorized you to speak for 
them, and when their nembership goes into every State and every town 
and every village almost in this country and certainly into every con- 
gressional district in this country, and when the producers are rather 
widely scattered and are organized and producing in only a compara- 
tively small area of this country, and the same thing, of course, goes 
for the refiners and the processors—do you not think that you have a 
far greater voice as consumers both before the Secretary and in legis- 
lative halls than the producers could possibly have ? 

Mr. Peyton. We hope to attain that status, Mr. Hope. 

Mr. Hore. You do not figure you are very far from it now ? 

Mr. Perron. Well, comments which were quoted here and which are 
in footnotes in the appendixes here would indicate that the Depart- 
ment itself, and fortunately so, recognized that the consumer voice 
was in effect a small voice in connection with sugar legislation. This 
is the first time, I think, Mr. Hope and Mr. Chairman, that any 
representation of consumer interests has been before the Congress on 
any legislation involving sugar. 

The Cuarrman. As Mr. Hope pointed out, you do know that in 
consideration of an act of this kind every man on this committee is 
consumer-minded—everybody on this Agriculture Committee is con- 
scious of the welfare of the consumer constantly, not only. in the 
consideration of the Sugar Act but everything else that comes before 
this committee. 

Mr. Hitz. I would like to finish the statement you made, because we 
are not only consumer-minded, but where would the producer be if he 
did not have the consumer to use his products ¢ 

On pages 12 and 13 you tell us what you are here to suggest. I would 
like to ask you just a question or two about those amendments. 

On page 12, No. 1, you say: 

To make more definite and certain the standard to be used by the Secretary of 
Agriculture. 

I would like to ask you if you had that amendment, what actual 
changes you would have and because I say the Secretary can do every- 
thing you suggest today if he wishes in regard to setting the amount 
of sugar consumption that he thinks we will need. 

Mr. Peyton. He can do it, Mr. Hill, today if he wishes. We would 
place a floor under his determinations. 


86197—-51—-ser. j 18 





268 EXTENSION OF SUGAR ACT OF 1948 


Mr. Hitt. How was that? 

Mr. Peyton. We would place a floor under his determination—a 
quantitative floor. 

Mr. Hii. What was the last word? 

Mr. Peyron. A quantitative floor. 

Mr. Hitt. In other words, you would give him a sliding scale, but 
he would still have to use his judgment on how he would do it ? 

Mr. Perron. On how far above that minimum he would have to 
set that estimate; yes, sir. 

Mr. Hixx. He can still do everything, I maintain, that you suggest 
in paragraph 1 today if he really wishes to do it. 

Mr. Perron. That is right. 

Mr. Hix. Then on No. 2, I do not quite get your idea there. Evi- 
dently, you never farmed. 

Mr. Peyron. Indirectly only, Mr. Hill. 

Mr. Hitx. The reason I say that, in all kindness, one of the objec- 
tions to the Sugar Act has always been that we do not sell our sugar 
this fall that is produced in 1951. I am talking from the farmer's 
standpoint. He will not get his final settlement until September 
1952. I should like to know what you mean by telling me that we 
should only have it for a year or 2 years. It ought to be for 5 years. 
The farmer does not work from year to year. “If he did, he would 
not grow a crop at all. He has to know ahead of time what his farm- 
ing practices and rotation will be if he is going to make any money. 
There are farmers who can raise « crops and get by without thinking 
at all, but 1 do not know them. They have to plan ahead. You 
should be proud of the fact that they want 5 years. I should like to 
see it changed to five full years, which would mean six. Then we would 
know for 5 years in the beet-producing areas what we can expect by 
way of rotation and farm practice. You cannot do it in 1 year. You 
cannot grow beets continuously on the same land in our territory. 
You can, but you are foolish if you do. We think you ought to grow 
maybe 3 years at a limit. We used to grow alfalfa for 15 years on 
the same ground. We do not think you should do that. 

Will you tell me how farmers are going to work out a program in 
farming, which you want just as badly as I do, and put us on a 2-year 
Sugai - Act? We cannot do it. 

The Cuarrman. I should like to say that there is a quorum call in 
the House. It appears that we cannot conclude the hearings today. 
I would like to announce that we will adjourn to meet at 10 o'clock 
Tuesday morning. 

(Whereupon, at 11:30 a. m., the committee adjourned to reconvene 
on Tuesday, July 31, 1951, at 10 a. m.) 
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TUESDAY, JULY 31, 1951 


House or RepreseNTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a. m., in room 
1310, New House Office Building, Hon. Harold D. Cooley ( chairman) 
presiding. 

The Cuarrman. The committee will be in order. 

I would like to inquire if there are any other witnesses present who 
would like to testify who have not been accorded an opportunity 
to testify before we call Mr. Myers? If not, we will be glad to hear 
you now, Mr. Myers. 


STATEMENT OF LAWRENCE MYERS, DIRECTOR, SUGAR BRANCH, 
PRODUCTION AND MARKETING ADMINISTRATION, UNITED 
STATES DEPARTMENT OF AGRICULTURE—Resumed 


Mr. Myers. Mr. Chairman and gentlemen of the committee: We 
have some samples of various concentrations of liquid sugar and 
molasses. I am going to ask that they be shown to you, so that you 
can see the differences in the color. The samples start with 1 percent 
of soluble nonsugar solids and increase by 1-percent intervals up 
to 10 percent. Then we have two other samples of typical molasses. 
You will note how the dark molasses differ from the light liquid 
sugars. 

The CrHarrman. Before you start, can you show the committee 
the molasses as it comes in, before it is manipulated, and after it is 
manipulated ¢ 

Mr. Myers. We do not have samples of the sugarcane juice as it is 
extracted from the cane. We have here mixtures with different con- 
centrations of soluble nonsugar solids ranging from 1 percent up to 
10 percent, then we have a sample of blackstrap and a sample of the 
‘blended product. 

The definition of liquid sugar: The Sugar Acts of 1937 and 1948 
defined “liquid sugar” to mean any sugars which, among other things, 
contain soluble nonsugar solids equal to 6 percent or less of the total 
soluble solids. This definition is used also in our internationa! trade 
agreements, our present tariff schedules, and in other governmental 
regulations dealing with sugar. 

The American Molasses Co. requests that this definition be re- 
vised by changing the maximum percentage of soluble nonsugar solids 
from 6 percent to 5 percent. 
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This proposal needs to be considered in light of the competition 
among the various sugars, sirups, and molasses, and of competitive 
advantages liquid sugar has had at times under governmental pro- 
grams. 

Sugarcane products: The juice pressed from sugarcane, as is ger- 
erally known, can be boiled down into a sirup. This is the product 
referred to in the Sugar Act as sirup of cane juice. It is produced on 
farms and in mills throughout much of the South. Such sirup con- 
sists of two elements—a sugar element and a nonsugar or molasses 
element. 

In the production of raw sugar as much sugar as practicable may 
be removed from the sugarcane juice, leaving blackstrap. If the 
separation is less complete, less sugar will be extracted and more will 
remain in the molasses. This is done in the production of high- 
quality molasses. 

Likewise, in the processing of raw sugar into refined sugar the sepa- 
ration may be carried to a point that results in the output of refined 
sugar and low-grade refiners’ sirup, or a smaller percentage of refined 
sugar may be removed and some of the better quality refiners’ sirup 
may be produced. 

In each case the separations are under essentially complete control, 
and the product is dependent upon the desire of the producer. Vir- 
tually all of the sugar that will crystallize may be removed, or only 
a part of it, or none of it. Various sirups or molasses may also be: 
blended to adjust the sugar percentage to the desired level, or to obtain 
desired color and flavor characteristics. 

For the purpose of this discussion it does not seem necessary to go 
into special processes, such as the ion-exchange method, by which 
nonsugar solids can be removed from the sirup and molasses. It must 
be remembered, however, that such methods exist and have been used 
to convert sirups and molasses into a higher grade sweetening 
material. 

Sugar may be processed into any of the several types and qualities 
of crystalline or liquid sugar. In terms of purity of sugar, crystal- 
line sugar ranges from essentially pure refined sugar down to dark 
brown sugar. Pure refined sugar contains no nonsugar solids. Dark 
brown sugar contains molasses and is reported to have a soluble non- 
sugar solids content ranging from around 414 to 6 percent of the total 
soluble solids. 

As with crystalline sugars, liquid sugars may have essentially no 
soluble nonsugar solids or they may have a considerable percentage of 
soluble nonsugar solids. Unlike the crystalline sugars, liquid prod- 
ucts may range from liquid sugar to sirups and molasses. There is no 
natural dividing line from the standpoint of the soluble nonsugar 
solids content between any of these liquid products. For practical 
purposes the bulk of these products may be classified into a small 
number of groups, but the differences between the various products 
may become infinitesimal and the number of products correspond- 
ingly increased. For example, a representative of one company testi- 
fied in 1935 that his company manufactured roughly 250 different 
grades of sirup. 

In the liquid field, therefore, the products can vary by infinitesimal 
differences from highly refined sugar to blackstrap. As pointed out 
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in the accompanying table, samples of liquid sugar tested by the 
Department contained from 0.63 to 2.4 percent of soluble nonsugar 
solids to total soluble solids. 
(The table is as follows :) 


Soluble nonsugar solids content of various sugars, sirups, and molasses 





| | 
| Soluble nonsugar solids to total 
soluble solids 
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! Based on trade statements. 

2? Referred to in see. 101 (f) of the Sugar Act of 1948 as “* * * sirup of cane juice produced from sugar- 
cane grown in continental United States * * *.” 

3 Only 1 sample found below 6 percent. The next lowest was 6.15 percent. 

Mr. Myers. Of the 35 samples of sugarcane sirup tested by the Sugar 
Branch one was found to contain only 4.9 percent soluble nonsugar 
solids but all the rest tested above 6 percent, the highest being 13.52 
percent. The average was 8.73 percent. The various refiners’ sirups 
tested ranged from 7.33 to 29.18 percent of soluble nonsugar solids. 
The refiners’ sirups fell into three groups, having average soluble 
nonsugar solids contents of 9.13, 14.73, and 26.80 percent. First 
molasses, the highest quality of molasses produced by Louisiana 
sugar mills, had an average soluble nonsugar solids content of 16.72 
percent and a total range from 13.67 percent to 20.04 percent. Ordi- 
nary blackstrap molasses would have a still higher percentage of sol- 
uble nonsugar solids, but even it has a sugar content of roughly 60 
to 65 percent of total solids. 

All of the above products, including the better grades of black- 
strap, are used for food. The bulk of blackstrap is used for feed- 
ing livestock, distillation, and other industrial uses, and it there- 
fore is classified as inedible. 

For the purpose of this hearing, the Sugar Branch has had analyses 
made of two branded products. One is Grandma’s molasses, produced 
by the American Molasses Co. Representatives of the company have 
repeatedly discussed this product in arguing for a revision of the 
definition of liquid sugar. It is significant, therefore, that chemical 
analyses showed two samples of this product to contain 6.65 per- 
cent and 7.84 percent of soluble nonsugar solids. Therefore the com- 
pany can make Grandma’s molasses either in a foreign country or 
under customs custody at port of entry and face no problem in im- 
porting and selling it under the present definition. 

The Sugar Branch also had an analysis made of Henry Adams, 
Jr., crude blackstrap molasses. We understand this to be packaged 
and distributed by a subsidiary of the American Molasses Co., and 
the label referred to the nutritional value of the product. This sample 
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showed a soluble nonsugar solids content equal to 34.07 percent of 
the total soluble solids. 

I hope that I have made it clear, Mr. Chairman, that domestic 
sugarcane sirups and molasses, the products we have been talking 
about at this hearing, virtually of contain far more than 6 percent 
of soluble nonsugar solids. Out of the entire range of 35 samples of 
domestic sugarcane sirup that the Sugar Branch has tested, only 1 
had less than 6 percent of soluble nonsugar solids. From that mini- 
mum, the percentage increased up to 34 percent for blackstrap. 

Representatives of the American Molasses Co. have repeatedly 
stated that they have been required by the Sugar Act to “debase” 
their imported molasses with blackstrap. If they so debased their 
product they did it from their own desire. The Sugar Act does 
not require it. In those cases in which the materials to be imported 
fall within the definition of liquid sugar, the importer can meet his 
problem by mixing in the highest quality of refiners’ sirup that the 
Sugar Branch has ever analyzed. He can meet it by mixing in the 
very best qualities of domestic sugarcane sirups. He can meet it 
even by blending in some Grandma’s molasses. 

It is frequently stated that sirups and molasses are used for their 
flavoring qualities rather than for their sweetness. Obviously they 
are used for both. It is worth while, therefore, to recognize that these 
products contain two elements—the sugar, or sweetening element, and 
the molasses, or flavoring element. Within reasonable limits, and so 
long as off-quality or bad-flavored materials are avoided, the greater 
the concentration of molasses, which is represented by soluble non- 
sugar solids, the greater the concentration of the flavoring element. 
If flavor is the objective, therefore, it would seem to be a contradiction 
of terms to refer to products having a high sugar and low molasses 
content as being of high quality, and to refer to products high in mo- 
lasses and low in sugar as being of low quality. The terminology is 
of such long standing that I do not propose to depart from it. Never- 
theless, I think it is necessary for us to understand the significance of 
the terms used in the discussion of this problem. Moreover, the fact 
that the term “high quality” is applied to sirups having a high sugar 
content and a low molasses content shows clearly the emphasis upon 
sweetness even in the field where the molasses flavor is admittedly a 
desired and important factor. 

Wartime experience: Any possible doubt that sirup and molasses 
are used for sweetening purposes should have been dispelled by the 
wartime experience. When sugar was placed under rationing and 
price control there was an immediate increase in the demand for vir- 
tually all types of sirups and molasses. Because of the lack of stand- 
ards or grades for sirup and molasses, it was very difficult to apply 
price ceilings to these products, and it is common knowledge that the 
ceilings that were applied were far less effective than the ceilings on 
sugar. Despite the use of war food orders and import controls, large 
quantities of sugar that should have been available for distribution to 
consumers under rationing actually went into sirups and molasses, a 
form in which they could be sold for higher prices. 

Although there is reason to believe that the figures for that period 
may not be complete, the accompanying chart and statistical table 
show the tremendous increase that occurred in the production and 
utilization of sirups and molasses during the war. The production 
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of refiners’ sirup rose from less than 3 million gallons annually be- 
fore the war to over 18 million gallons in 1946, and then fell to 314 
million gallons in 1950. The production of edible molasses rose from 
around 4 million gallons before the war to over 15 million gallons in 
1946 and then fell to around 4 million gallons again. Our produc- 
tion of sugarcane sirup, which seemed to exhibit a declining trend be- 
fore the war and fell to just over 13 million gallons in 1941, rose to 
over 28 million gallons in 1946. In 1950 it was under 12 million 
gallons. 

In considering these wartime increases it is worth recalling that 
each type of sirup and molasses involved has far more than 6 percent 
soluble nonsugar solids. On the average, domestic cane sirup has over 
8 percent, refiners’ sirup has over 14 percent, and edible Louisiana 
first molasses has over 16 percent. 

The wartime importation of sirups and molasses for edible pur- 
poses was held in check by governmental purchase programs and im- 
port controls. However, imports rose from around 2 million gallons 
annually before the war to over 7 million gallons in 1942. 

(The chart and the graph follow :) 
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1 Figures for 1935-38 were derived from Sugar Branch statistics; for 1939-47 from U. S. Tariff Commission 
and 1948-50 from Sugar Branch; original source was Department of Commerce. 
?Sugar Branch, PMA and Bureau of Agricultural Economics; production of cane sirup and edible 
molasses is of the fall of the preceding year. 
3F. T. 110 Census Reports, Department of Commerce, excludes liquid sugar. 
* Virtually all imports other than Barbados are from Cuba. 
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Mr. Myers. Uses: In connection with a research project recently 
conducted by the Sugar Branch under the Research and Marketing 
Act, many industrial users were interviewed who had used much 
larger than normal quantities of molasses and sirups for sweetners 
during the war and early postwar period. Most of these industrial 
users were in the baking and confectionery industries or were bot- 
tlers of the darker, heavier flavored soft drinks. One of the simplest 
ways the confectioners had of increasing their use of molasses and 
sirups was to increase the proportion of molasses-type candies. How- 
ever, many also used them to extend sugar in other types of candy. 
The baking industry normally uses molasses and sirups in such dark 
products as rye and whole-wheat bread, gingerbread, cookies, fruit 
cakes, etc. However, during the last war these sweeteners were used 
as sugar substitutes in white bread, yellow and dark cakes, and in 
small sweet goods. It was pointed out in the recent survey that some 
bakers successfully used sirup and molasses as the sole sweetner in 
all such products during the war. Even in normai times, our survey 
showed that many bakers consider molasses and brown sugar to be 
alternative sweeteners for dark breads. 

Few would deny that the higher quality sirups having around 6 
percent of soluble nonsugar solids would compete directly with, and 
substitute pound-for-pound dry weight for dark brown sugars hav- 
ing 6 percent soluble nonsugar solids. However, competition and 
substitution are not limited in this simple manner. 

Ordinarily sirups and molasses will constitute only a portion of 
the total sweetener used in a product. In a particular product, it 
may be possible to utilize refiners’ sirup having 15 percent soluble non- 
sugar solids for one-fourth of the total sweetener requirement. The 
remainder would then be supplied by refined sugar in either crystalline 
or liquid form. The same concentration of molasses would result, 
with essentially the same taste and color, if one-half of the sweetener 
were supplied by a sirup containing only 714 percent of soluble non- 
sugar solids and the other half were supplied by refined crystalline or 
liquid sugar. Finally, the same molasses concentration would also 
result if a sirup containing 5 percent of soluble nonsugar solids were 
used to supply three-fourths of the sweetener and refined crystalline 
or liquid sugar supplied only one-fourth of the total sweetener content. 

It should be pointed out, of course, that various physical problems 
arise in substituting liquid sugar for crystalline sugar and in utilizing 
various concentrations of sirups and molasses. The growth of the 
liquid-sugar industry, however, is evidence that such problems can 
be solved. The fact remains, therefore, that a reduction in the soluble 
nonsugar solids content permits a molasses or sirup to be used to 
supply an increasing percentage of the total sweetener content of a 
product. A reduction in the molasses element also enables the sirup 
to be used as a partial or total substitute for sugar in an increasing 
number of products. 

Historical background: The present request for a reduction in the 
percentage of soluble nonsugar solids in the definition of liquid sugar 
is a continuation of a controversy that dates back to the 1930’s, when 
the American Molasses Co. wanted 4 percent established as the maxi- 
mum percentage and the rest of the industry wanted 8 percent. It is 
said that the 6-percent figure constituted a compromise. On that 
basis the present proposal to reduce the figure to 5 percent would 
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constitute the second 50-50 compromise toward the company’s original 
position. 

Liquid sugar has gained an important position in the sugar-con- 
suming industries, especially among industrial users, because of con- 
venience and economies for many of them. However, liquid sugar 
has at times been given major competitive advantages over crystal- 
line sugar under the tariff and Sugar Act programs. Technical defi- 
nitions have constituted the means by which some of these advantages 
have been obtained. 

Under the Tariff Act of 1922, sugar solutions testing 75 degrees by 
the polariscope could be imported at a lower rate per pound of sugar 
content than that applicable to refined or raw crystalline sugar. Com- 
pared with refined sugar, the savings amounted to about 59 cents per 
100 pounds. 

The Tariff Act of 1930 corrected the relationship between the rates 
for the various polariscopic readings, but contained a wide differen- 
tial between the rate of 2 cents per pound applicable to Cuban raw 
sugar under paragraph 501 and to the sugar content of sirups and 
molasses dutiable under paragraph 502 of the act. As a result, sugar 
in solution was imported for refining, causing the Treasury Depart- 
ment to rule that after October 25, 1930, such imports were subject 
to the rates prescribed for sugar. 

The tariff advantage continued to apply, however, to liquid sugar 
in which the sugar had been wholly or partially inverted. Sucrose 
is the ordinary granulated sugar we use in our coffee. Inverted sugar 
in general is not erystallized and can be produced easily from sucrose 
by heat, acid, enzymes, or a combination thereof. Invert liquid sugar 
with a 75-percent sugar content paid a duty of 6.14 cents per gallon, 
or approximately 71 cents per 100 pounds of sugar content, compared 
with a duty of $2.12 per 100 pounds on Cuban refined sugar. By the 
simple process of inverting the sugars, therefore, it was possible to 
save in duty $1.41 per 100 pounds of sugar content. It might be 
observed that this basic problem exists today. If, through the discon- 
tinuation of the Sugar Act or for other reasons, it should become 
necessary to return to a system of tariff protection for the domestic 
sugar industry, the difference between the rates under paragraphs 
501 and 502 of the Tariff Act is a problem which would confront the 
Congress. 

Since the advent of the Sugar Act the tariff on sugar under para- 
graph 501 of the act has been materially reduced so that the tariff 
advantage for liquid sugar now amounts to only about 17 cents per 100 
pounds of sugar content. 

Concomitantly with the reduction in the tariff advantage in 1934, 
liquid sugar gained another great advantage under the quota system. 
Under quotas applicable to crystalline sugar Cuba received more than 
a cent per pound premium on sugar shipped to the United States over 
the price obtained for nonquota sugar sold to the world market. How- 
ever, until quotas were established on liquid sugar, then referred to as 
sirups and sugar mixtures, on September 3, 1936, United States 
importers of liqnid sugars were able to buy such products in Cuba on 
the basis of the world price rather than on the basis of the United 
States quota price for sugar. In other words, this situation enabled 
importers of liquid sugar to buy their product at a price between 
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1 and 2 cents per pound of sugar content below the price importers 
of crystalline sugar were required to pay. 

Through these technical definitions in the tariff act and a period 
of delay before the Department of Agriculture applied quotas to 
liquid sugar, the importers of this type of sugar gained major com- 
petitive advantages at the expense of importers “of other types of 
sugar. With these advantages, imports of liquid sugar from Cuba 
rose from approximately 2.1 million gallons in 193 31 to practically 
15 million gallons in 1936. 

Request for tax exemption: Immediately following the enactment 
of the Jones-Costigan Sugar Act on May 9, 1934, the liquid sugar 
industry requested that inverted sirup—which included inverted 
liquid sugar—be exempted from the tax to be established at one-half 
cent per pound, raw value, on the first domestic processing or importa- 
tion of sugar. 

It was recognized then as now that inverted liquid sugar was used 
for many of the same purposes as crystalline sugar, such as the making 
of ice cream, jams, jellies, fountain sirups, canning sirups, extracts, 
and flavors. Certain amounts also were said to be used in blending 
with other sirups and molasses for table purposes. 

At the hearing held on the subject May 28, 1934, the American 
Molasses Co. contended : 

1) That none of a invert sugars competed with sugar. See 
docket P. T. 16, May 28, 1934, hereafter referred to as 34 record, pages 
161 and 162. 

(2) That the market for domestic and refiners’ sirup and Louisiana 
molasses and siruvs was dependent upon the price and availability of 
the foreign product for blending purposes, since, thev contended, in 
many cases the domestic product was unsalable except in a blend. 
(See 1934 record, pp. 158 and 159.) 

(3) That the amount of sugar content, and therefore the tax, should 
be determined by the polariseope. (See 1934 record, pp. 157 to 159.) 

The adoption of the last suggestion alone would have eliminated 
the tax on inverted sugars. Polariscopic tests are satisfactory for 
sucrose or ordinary sugar solutions. The degree to which a pure 
sucrose solution rotates a plane of polarized light to the right indicates 
the percentage of sucrose in the solution. However, invert sugar 
rotates the light to the left. Therefore, polariscopic tests are not an 
accurate indication of sucrose content or of total sugars in sugar 
solutions containing large amounts of invert sugar. In fact, by com- 
bining a proper mixture of sucrose and invert sugars it is possible to 
obtain a zero polariscopic reading. 

The Secretary of Agriculture first determined that it was not neces- 
sary for the effectuation of the declared policy of the act to collect 
the tax with respect to the output of small producers of cane sirup, 
and before the tax went into effect he reduced the rate of the tax with 
respect to sirup of cane juice and edible molasses from 0.5 cent per 
pound to 0.125 cent per pound of total sugar content thereof, raw 
value. 

The American Molasses Co. then contended that the payment of 
the tax at the rate of one-half cent per pound of sugar, raw value, 
on imported invert sugar would cause such a reduction in the quantity 
of sugarcane used in “the domestic processing of sirups as to result 
in the accumulation of surplus stocks of sugarcane or invert sirups 
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processed therefrom or in the depression of the farm price of sugar- 
cane. Accordingly, a hearing was held on this subject January 29, 
1935. (See docket P. T. 22, Invert sirups hearing on processing tax. 
on sugarcane used in the processing of invert sirups, January 29, 
1935, hereafter referred to as 35 record.) 

At this hearing the American Molasses Co. contended: 

(1) That invert sugar, invert sirups, and invert mush-semi-solid 
invert sugar containing more than 30 percent of invert sugar, should 
not be taxed, because the tax of one-half cent per pound of sugar, raw 
value, on such products would curtail the company’s total business by 
30 to 40 percent and would create a surplus (See 35 record, pp. 12 
and 20. ) 

(2) That invert sugar, invert sirups, and invert mush are not a 
substitute for crystallized sugar and that they do not and cannot 
compete with granulated sugar in any form. (See 35 record, pp. 9, 
10, and 14.) 

(3) That a rise in the price of invert sirups—presumably a. rise: 
that could be attributed to the tax—would cause either a falling off 
in the consumption of high grade confectionery and baked products, 
or a reversion to the original product that was used prior to the dis- 
covery of the merits of invert sirups for certain purposes; namely, 
glycerine. (See 35 record, p. 18.) 

(4) That invert sugar and invert sirup were used largely as blend- 
ing agents and that a rise in the cost. of such blending agent would 
be that, “we would not buy the Louisiana sirups which we could not 
use”. (See 35 record, p. 17.) Later the representative of the company 
testified, “I think it is obvious to anybody that the falling off in our 
purchases of Louisiana molasses and cane sirup this year. indicate 
very definitely that there is a falling off from the blending stand- 
point.” (See 35 record, p. 30.) 

A special committee of the Department of Agriculture, in addition 
to members of the Sugar Section, went into the entire matter in great 
detail. After giving full consideration to the economic and technical 
aspects of the matter the request was denied. 

Apparently the domestic commercial production of invert liquid 
sugar was not started until some time after 1934 and separate statistics 
are not available on the domestic production of liquid sugar prier to 
1941. Since domestic production rose from the equivalent of 365 
million pounds of refined sugar in 1941 to 897 million pounds in 1950, 
it is evident that the domestic industry has grown. 

Present arguments: Most of the present arguments are identical 
with those advanced in 1934 and 1935. Again relief is sought through 
a change in the definition. It seems to be argued that the extension of 
the act will interfere with the molasses trae yet molasses ‘is not af- 
fected by the Sugar Act and no change is proposed that would bring 
molasses within the purview of the act. 

Barbados molasses is discussed at length. It appears to be univer- 
sally agreed that Barbados fancy molasses is a very high quality prod- 
uct. However, the arguments made in connection with it are most 
difficult to follow. In recent years Barbados has produced over 150.- 
000 tons of crystalline sugar annually. Therefore, if it were desired. 
it should be possible to obtain a high-quality molasses, such as a first 
molasses, in Barbados with a sufficiently high content of soluble non- 
sugar solids to achieve any necessary increase in such content of the 
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products shipped to the United States. Presumably, this should re- 
sult merely in a concentration of the molasses or flavoring element of 
the imported product. However, it seems to be argued also that by 
any blending with a material of higher molasses concentration in Bar- 
bados would injure the aroma or taste. Yet, when Cuban and Barba- 
dos molasses reach this country they are said to be used largely to 
blend with domestic sirups in order to make the domestic products 
salable. Since imports from Barbados have varied under the present 
definition from 87,000 gallons to over 1,500,000 gallons it is evident 
factors other than the liquid sugar definition determine them. 

Fancy molasses of Barbados is only one of the Barbados molasses 
products. Barbados also produces a molasses called a choice mo- 
lasses. We would refer to it asa first molasses. 

It, of course, has blackstrap as a result of its production of crystal- 
line sugar. There is, also, a fourth product which is called Barba- 
dos molasses. It is of slightly lower quality than the fancy molasses. 

Barbados fancy molasses, of course, is a high-quality product, but it 
constitutes only a small part of our imports of sirups and molasses. 
Most assuredly if the requested change were made in the definition 
of liquid sugar products other than Barbados fancy molasses it would 
account for the major share of the increase in imports. 

Mr. Anpresen. Are those the other factors to which you referred / 

Mr. Myers. I do not recall the reference you have in mind. 

Mr. Anpresen. You state in just what you have concluded it is 
evident that other factors 

Mr. Myers. No, Congressman Andresen, the other factors which I 
had reference to in that sentence are the demand factors, the require- 
ment for the product in this country. 

The Sugar Branch studied this problem seriously. In an effort to 
afford any relief that possibly might be needed with respect to Barba- 
dos molasses, consideration was given to recommending the establish- 
ment of a liquid sugar quota for Barbados. If such a quota were 
desired, I am confident it would be recommended by the executive 
departments. Such quota would care for any real problem in a simple 
and effective manner. Moreover, since Barbados molasses sells for a 
higher price than sugar per pound of sugar content, the payment of 
the import compensating tax with respect to an occasional shipment 
from Barbados would constitute a much smaller burden in terms of 
value than the payment of the tax on ordinary sugar. Nevertheless, 
a representative of the company refused to consider a liquid sugar 
quota. 

I am informed that members of the domestic sugar industry sug- 
gested that provision be made to permit up to 250,000 gallons of Bar- 
bados molasses testing as low as 5 percent nonsugar solids to be en- 
tered outside the'definition of liquid sugar. Frankly, I think the 
executive departments would have been forced to oppose such a pro- 
vision if it had been introduced. However, I am informed that the 
American Molasses Co. refused to agree even to that suggestion. 

There seems to be no purpose in spending further time consider- 
ing arguments advanced with respect to Barbados molasses. 

Cuba, as I pointed out before, can produce any desired material 
from liquid sugar to blackstrap. Millions of gallons of unblended 
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sirup of cane juice with a soluble nonsugar solids content well in ex- 
cess of 6 percent can be obtained in Cuba. Analyses of our imports of 
edible Cuban molasses indicate that the average of even such selected 
lots runs over 7 percent. The obtaining of lots having less than 6 
percent soluble nonsugar solids, therefore, suggests either a selection 
on the part of the buyer or production to the buyer’s specification. 

All accidental difficulties arising in connection with imports have 
been solved by the fact that the Bureau of Customs permits importers 
. manipulate lots while in customs’ custody to increase the percentage 
of soluble nonsugar solids to over 6 percent. All that this requires 
is blending with ‘the aver age Cuban high test molasses imported by 
the American Molasses Co., or blending with the very best grades of 
domestic refiners’ sirup, or blending ‘with domestic sirup of cane 
juice, or even blending with Grandma’s molasses. If for any special 
reason the company desires not to blend a particular cargo from Cuba 
or the Dominican Republic when such cargo might fall within the 
category of liquid sugar, it can import the cargo under the respective 
liquid sugar quota. 

It also seems useless to pursue these problems further. 

Uncertainty of tests: Great emphasis is placed upon the possible 
errors in the chemical determinations of the percentage of soluble 
nonsugar solids to total soluble solids. Dr. Zerban is cited to the effect 
that there is a maximum potential error in this determination of 
eight-tenths of 1 percent. However, there is a vast difference between 
a’ maximum potential error and a probable error. All sorts of maxi- 
mum potential errors and accidents can confront us in life, but we 
have to go on about our business on the basis of probabilities and nor- 
mal expectations. The significant points are: 

(a) The present 6 percent figure is so far below that for typical 
sirups and molasses that imports could be kept safely above the mini- 
mum. 

(6) Ample provision has been made to take care of the situation 
in which an importer might make an honest error with respect to 
the test of a particular shipment. 

The records submitted by the American Molasses Co. show that it 
has been eminently successful in avoiding difficulties in connection 
with imports in recent years. Since members of the trade have in- 
formed me that the company has shown them the records submitted 
to the Sugar Branch, and since the company has discussed their 
records in this hearing, I feel justified in commenting on them to this 
committee. 

I observed Mr. Arnold’s statement to this committee the other day 
that those records had been submitted to the Sugar Branch in confi- 
dence. Neither I nor any member of the Branch who was to be 
present at the time those records were submitted recall any evidence, 
or any statement, or indication that they were being submitted in con- 
fidence. It would, however, be our tendency to keep such information 
confidential, because I try to be most metic ulous about not giving out 
private company infor mation. However, several members of other 
firms in the sugar industry have told me of their discussions with rep- 
resentatives of the American Molasses Co. and their observation of the 
same records that were submitted to the Sugar Branch. Also, the 
company itself has testified about those records. Therefore, I, too, 
shall discuss those records here. 
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From the beginning of 1937 to date, the company has had difficulty 
with only 14 shipments, of which at least two were admitted on retest. 
Therefore, there were only 12 shipments on which they had real 
difficulty. The greatest difficulty came in 1937 when six shipments from 
Barbados fell below 6 percent. No further difficulty occurred until 
1940 when one shipment from Cuba—which the American Molasses 
Co.’s own test showed to contain less than 6 percent soluble nonsugar 
solids—was found by customs to contain only 4.2 percent. That cargo 
was manipulated in bond. Again in 1941 a Cuban shipment fell 
below 6 percent according to both the company’s test and custom’s 
test. That, too, was manipulated in bond. In 1942 a shipment from 
Jarbados was found to be one-tenth of 1 percent too low. In 1944, 
again during the war, four shipments from Cuba were found to have 
too low a percentage of soluble nonsugar solids. However, on at least 
one of these shipments the retest showed over 6 percent and apparently 
the other three lots were put into a storage tank with other molasses 
and upon agitation and retesting came out over 6 percent. Ap- 
parently no cargo has been turned down since 1944 because of too low 
a percentage of soluble nonsugar solids, although one shipment from 
Barbados in 1950 was first found to have too low a nonsugar solids 
but upon retest was found to have over 6 percent. 

Again, therefore, the record does not substantiate the complaints. 

Competition and prices: It is interesting to observe that the Ameri- 
‘an Molasses Co. now agrees that liquid sugar competes with crystal- 
line sugar. As pointed out earlier, representatives of the company 
testified in the 1934 and 1935 hearings that such competition did not 
exist. Mr. Staples testified in behalf of the company at this hearing 
a few days ago in reference to liquid sugar products imported from 
Cuba and the Dominician Republic that— 

These products are manufactured from sugar and are characterized by ex- 
tremely light color, very high total sugar content, a soluble nonsugar solids 
content of less than 2 percent, virtual absence of any flavor or odor, and after 
importation generally are further processed and improved in quality. These 
products are designed to and do compete with sugar. They are properly in- 
cluded within the provisions of the Sugar Act and my company is in complete 
agreement with the policy that they should be so treated. 

Apparently the company no longer contends that there is any sub- 
stantial difference between liquid sucrose sugar and liquid inverted 
sugar from the standpoint of competition with refined crystalline 
sugar. The company seems to admit also that degrees of color, flavor, 
and odor are important. 

The American Molasses Co. has introduced into the record copies 
of letters from a number of industrial users. I have read all of 
them. Not a single one of the letters touches the points here at is- 
sure. These letters repeatedly state that sugar will not replace mo- 
lasses. There is nothing in H. R. 4521 that contemplates such re- 
placement. Not a single letter so much as comments on the fact 
that liquid sugar containing between 5 and 6 percent of soluble 
nonsugar solids would displace crystalline sugar. The obvious an- 
swer is that the writers of the letters referred to molasses as that 
term is commonly understood in commercial and technical parlance 
and not in the unusual sense in which the, representatives of the 
American Molasses Co. were applying the term in their testimony: 
namely, as covering liquid sugar having a soluble nonsugar solids 
content of less than 6 percent. 
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Mr. Staples expresses concern for the low income groups and states 
that— 


The opposition to our proposal would seek to either increase substantially the 

cost of this product or to make it so scarce as to eliminate it from the diet of 
these people. 
H. R. 4521 and its companion bill, S. 1694, would leave the definition 
of liquid sugar and, therefore, the field of sirups and molasses, pre- 
cisely as they have been since the original liquid sugar quota regula- 
tions were issued by the Department of Agriculture on September 
3, 1936. No possible increase in molasses prices could be anticipated 
from enactment of the bills. 

Since spokesmen for the American Molasses Co. are concerned 
with the low income consumer, however, the committee’s attention is 
called to the following facts: (1) Refined sugar can be purchased in 
Washington, D. C., today for less than 10 cents per pound, and the 
price of brown sugar is 13 cents per pound; (2) 24 fluid ounces of 
Grandma’s molasses today costs 45 cents in Washington, D. C., which 
is equivalent to 27 cents per pound of sugar content; (3) 3014 fluid 
ounces of Henry Adams, Jr., Crude Blackstrap ean be purchased in 
Washington, D. C., today for 38 cents, which is equivalent to 29 cents 
per pound of sugar content. 

Proposed definitions and quotas: Mr. Staples has proposed two 
definitions and quotas which he indicates would give the American 
Molasses Co. what it wants. The first of these definitions, which 
Mr. Staples says he prefers, would define edible molasses as having 
seven atttributes: (1) importation or shipment into the continental 
United States: (2) a strong flavor: (3) a distinct aroma: (4) a tech- 
nically determined color; (5) the direct manufacture from sugarcane ; 
(6) use for human consumption; and (7) no refinement or other im- 
provement in quality subsequent to importation. 

The first provision of Mr. Staples’ definition apparently would 
classify all sirups and molasses produced in the continental United 
States as inedible. The Bureau of Customs, which presumably would 
have to administer such a definition calls attention to the fact that 
there are no laboratory standards for determining the extent or pres- 
ence of a strong flavor or distinct aroma. The Bureau suggests that 
the adoption of such a definition would require the establishment of a 
taste panel. May I suggest that if the Congress should enact a defini- 
tion which would require the establishment of a tasting panel in the 
Bureau of Customs that it go a step further and require that the tasters 
also be served wafiles, bacon, and coffee. 

Mr. Staples’ fifth requirement, that the material be manufactured 
directly from sugarcane, would also be impossible for the Bureau of 
Customs to administer. Analytical methods cannot determine the 
source or method of preparation of various sugar solutions of similar 
chemical composition. However, if sugarcane were processed in a 
direct process resulting even in such extremely different products as 
refined sugar and blackstrap, both products would meet the require- 
ment of having been made directly from sugarcane. It is not known 
just what consequences Mr. Staples would propose in the event the 
imported product were spilled or used other than for human consump- 
tion and, therefore, failed to meet his sixth requirement. Standing 
alone his seventh requirement, namely, that the material not be fur- 
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ther refined or otherwise improved in quality, could be taken seriously. 
However, there would be no purpose of further improving the quality 
of some of the products that could be imported under the other six 
provisions. 

Mr. Staples’ proposed determination of color is very technical, but 
it would provide no control on imports. Both the Food and Drug 
Administration and the Bureau of Standards agree with the Sugar 
Branch that the uniform determination of color in the manner pro- 
posed is most difficult. The problem of dealing with turbidity would 
tax the abilities of our best scientists. However, every housewife 
knows that it is a simple matter to heat a sirup, even one made from 
refined sugar, until it is sufficiently carameiized to have any desired 
degree of color. Therefore, Mr. Staples’ elaborate proposal for a 
color determination is simply a method for letting in any quality of 
product an importer might wish to import. 

The import quota of 10,000,000 gallons which Mr. Staples requests 
would equal our normal imports plus our normal production of re- 
finers’ sirup and edible molasses combined. It would be almost as 
large as our 1949 crop production of domestic sugarcane sirup. This 
proposed import quota of 10,000,000 gallons is more than 6 times the 
size of our past 3-year average imports of 1,588,000 gallons. Obvi- 
ously the need for such additional imports is not to be found in the 
demand for sirup and molasses. The explanation for the requested 
quota lies in the fact that the proposed definition would permit im- 
ports of such materials as slightly caramelized liquid sugar. 

(The table of imports of liquid sugar and edible molasses and 
sugar sirups and domestic production of edible molasses and sirups, 
1931-50, is as follows:) 
































Imports of liquid sugar and edible molasses and sugar sirups and domestic 
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! Approximately 3.2 million gallons were imported for the extraction of sugar in 1933 and 9.2 million gallons 
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Mr. Myers. Mr. Staples’ second recommendation is that the defini- 
tion of liquid sugar be revised by reducing the maximum percentage 
of soluble nonsugar solids to total solids from 6 percent to 5 percent. 
He would also require that the product not be further refined or im- 
proved in quality, and would provide that a quota be established on 
imports at not to exceed 6 million wine gallons for material testing 
between 5 percent and 6 percent soluble nonsugar solids. The sug- 
gested import quota of 6 million gallons for materials having between 
5 percent and 6 percent soluble nonsugar solids is a little less than four 
times our latest 3-year average imports of all qualities of edible sirup 
and molasses. 

It is interesting to observe that the second recommendation con- 
stitutes a complete refutation of all that the company has said about 
the difficulties that confront importers because of errors in the deter- 
minations of soluble nonsugar solids. The company expresses great 
concern about the maximum potential error of eight-tenths of 1 per- 
cent in the determination of soluble nonsugar solids. This, of course, 
would apply with respect to both the proposed lower limit of 5 percent 
and the proposed upper limit of 6 percent. If the company’s argu- 
ments were to be taken seriously, therefore, a quota on imports having 
between 5 percent and 6 percent soluble nonsugar solids could not be 
used at all. Despite such arguments, the company now wants to im- 
port nearly four times as much product falling within this 1 percent 
range as the United States has normally imported in recent years of 
all types and grades of edible sirups and molasses. 

Effects of proposed amendments: The adoption of the proposed 
revisions would have the following effects: (1) The adoption of either 
of the proposals, including an appropriate change in the Internal 
Revenue Code, would eliminate the excise tax, equivalent to 53.5 cents 
per 100 pounds, refined value, with respect to the sugar content of the 
material exempted from the sugar definition. 

(2) The liquid sugar thus exempted from the sugar definition could 
be brought to the degree of refinement permitted by the revised defini- 
tion in foreign countries where wages and other refining costs are 
lower than they are in the United States. 

(3) Since the Sugar Act definition of liquid sugar has been adopted 
in our international trade agreements, as well as many other govern- 
mental regulations, it is reasonable to presume that any revisions of 
the Sugar Act definition would be similarly adopted. If this were 
done, the tariff would be reduced with respect to the liquid sugar 
exempted from the sugar definition. Invert liquid sugar now has the 
advantage of a tariff of about 17 cents per 100 pounds, refined value, 
lower than that on crystalline sugar. If the revised definition were 
adopted in international trade agreements, the tariff advantage would 
be increased to the equivalent of about 21.5 cents per 100 pounds, 
refined value, for solutions containing 75 percent sugar. 

The elimination of the excise tax and the elimination of the tariff 
with respect to the redefined liquid sugar would amount to 0.75 cent 
per pound, refined value. The requested revisions, therefore, would 
restore a large part of the competitive advantage obtained by inverted 
liquid sugar under the Tariff Act of 1930. An advantage of three- 
fourths cent per pound of sugar content on a 75-percent liquid sugar 
would be equivalent to nearly 614 cents per gallon. 
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Thus, because of the savings in taxes and tariffs alone, the quotas 
requested by the American Molasses Co. would have the following 
dollar values : . 

(1) The 6-million-gallon quota requested would have a value of 
more than $370,000-per year. 


(2) The 10-million-gallon quota embodied in the company’s first 
{ recommendation would have a value of over $620,000 per year. 
1 Mr. Chairman and gentlemen, the Department of Agriculture rec- 
. ommends against the adoption of either of the proposals made by the 
> American Molasses Co. with respect to liquid sugar. 
The Cuatrman. Thank you very much. 
. Mr. Myers. Mr. Chairman, I would like to add a word. I have 
t tried to avoid commenting on certain types of statements made at these 
.. hearings, because I thought they were irrelevant and unworthy of the 
t dignity of an answer. However, Mr. Arnold in his testimony the 
-. other day made one statement on which I feel I must comment. 
e, Mr. Arnold stated on page 9 of his prepared testimony : 
it The Department of Agriculture told us that it could do nothing for us unless 
a we got the approval of the sugar industry. 
ig Mr. Chairman, I have been Director of the Sugar Branch for several 
re years. I think it is well known that I was designated as chairman of 
n- the interdepartmental committee to work on this proposed extension 
nt of the Sugar Act. ; 
of It is, certainly, well known that I am the Department’s spokesman 
on this legislation. 
ed Never has Mr. Arnold been in my office, néver has he talked to me 
er about this problem, or, for that matter, about any other problem, 
al either directly or by telephone. Never has he written to us. 
its So far as I can find he has never talked to any member of the Sugar 
he Branch about the problem. I think I am in a position to presume 
that he has never talked to any of my superiors about it. 
ld I, therefore, want to say to your committee, I want to assure you, 
ni- that that statement is utterly without foundation. 
ire More than that it completely misrepresents the attitude of the De- 
partment of Agriculture in working on this problem and its attitude 
ted with respect to the officials of the American Molasses Co. 
mn- Mr. Anernerny. May I inquire whether or not before you made 
of this statement that-you have just made, did you contact Mr. Arnold 
ere and ask him from whom he got his information ? 
gar Mr. Myers. No; I did not, sir. 
the Mr. Asernetuy. Well, before we get into a controversy of that 
lue, kind I think it might be well, before making a public issue out of this 
ere thing, that if the gentleman had been contacted—I do not know the 
uld man, I was not here when he testified—it could be someone in the 
ids, Department of Agriculture that might have made that statement to 
' him. 
riff I simply say that not in criticism of what you have had to say, but 
rent it might be possible that someone in the Department, speaking with 
mul authority, might have made the statement to the gentleman. 
rted Mr. Myers. I gave very careful consideration to that, but the fact 
ree- is that I think it is pretty well known, certainly the officials of the 
igar American Molasses Co. know that I am Director of the Sugar Branch. 
They have been in my office many times. We are on very friendly 
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terms. As a matter of fact, Mr. Saar was a member of our advisory 
committee on molasses during the war. Mr. Patterson has been on 
friendly terms with us, even before he went with the company. 

The Cuatrman, Would you mind repeating the statement that you 
referred to? 

Mr. Myers. The statement is as follows: 

The Department of Agriculture told us that it could do nothing for us unless 
we got the approval of the sugar industry, 

We received this request in complete good faith. Mr. Saar and one 
of his associates, Mr. Scofield, came to my office. I called in a number 
of members of the Sugar Branch. We listened to his presentation. 
And we have studied the testimony. 

I just want to say that the members of this firm have always been, 
so far as I have been aware, on a very friendly and highly respected 
basis with the Sugar Branch. I was, therefore, quite shocked 

The CuHamman. Mr. Myers, Mr. Abernethy would like to know 
where this information was given out, if it was given out. Mr. Arnold 
is present. 

Vould you mind interrupting your testimony for a minute to ask 
Mr. Arnold if he would like to clarify the situation. 


STATEMENT OF THURMAN ARNOLD—Resumed 


Mr. Arnoxp. I want to say, in the first place, that I had no idea when 
I put that statement in there that there would be such a terrifie to-do 
about it. It was put in as you write an article. If the committee is 
interested in what I think is a side issue I think we are prepared to 
prove that the statement was correct. 

The Cuarrman. You say you are prepared to prove that statement ? 

Mr. Arnop. It was not made to me. 

The CuHarrman. You said it was made to “us.” 

Mr. Arnotp. “Us” is a loose statement. 

The CHarrMan. You said you did not name any officials. You said 
the Department of Agriculture told us. 

Mr. ArNnotp. Told us. And by us I mean officials of the American 
Molasses Co. 

The CuarrmMan. But you are not able to identify the official in the 
Department of Agriculture that gave you the information or made 
the statement ? 

Mr. Arnovp. Yes; I am. 

The CHarrman. But you do not care to give it? 

Mr. Arnotp. With all of this it seems to me a somewhat irrelevant 
issue, 

The Cuarmman,. Except that it amounts to an indictment of the 
Department. You made the statement. The implication is clear, 
Mr. Arnold, that by that statement you intended to say that the De- 
partment was dominated by the sugar industry, to the extent that the 
molasses people could not be considered. 

Mr. Arnoxp. To that extent I think that is our belief. Now, not 
any corrupt domination, but the group is in full contact with the 
sugar industry, as it must be, and I think that is a correct statement of 
their attitude. 

In respect to the people who made those statements—with respect 
to the people who made those statements, I repeat, they did not make 
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them to me, and if the committee considers it important we can have 
the witnesses here. 

The Cuarmman. You knew, Mr. Arnold, that Mr. Myers was the 
head of the Department, did you not? 

Mr. Arnotp. The Department of Agriculture / 

The CuairmMan. The head of the Sugar Branch. 

Mr. Arnowp. Yes; he is head of the Sugar Branch. 

The CuatrMAN. You heard him make the statement a moment ago 
that you never had consulted him. 

Mr. Arnorp. I have conducted no negotiations with the Depart- 
ment of Agriculture whatever. 

The Cuarrman. So if Mr. Myers, following Mr. Abernethy’s sug- 
gestion, had sought to obtain from you the identity of the person 
making the statement you still would not have given it to him? 

Mr. Arnoup. Yes; I would have given Mr. Myers the identification. 

The Cuarrman. But I would like to know if you will give it to us 
now ¢ 

Mr. Arnotp. The Secretary of Agriculture told us. 

The CHatrMan. The Secretary of Agriculture, Mr. Brannan? 

Mr. Arnotp. Yes, sir. 

Mr. Myers. I regret very much that Secretary Brannan is in 
aren: Let me say that I have discussed this matter with him, not 
once but several times. I am confident sir, that Secretary Brannan 
never made any such statement. That would completely 

Mr. Avernetuy. Mr. Chairman, now I just do not think this is a 
forum to fight this difference out. It has got nothing to do with the 
decision of this committee or what we will do with the bill. 

With all due deference to the position of both of these men, here is 
u controversy between them as to what somebody said and what some- 
body did not say. I think it is foreign to the bill. It may be that they 
have a personal difference with one another about it as a result of it, 
but I just do not think this is the place to thrash it out. 

Mr. Arnon. I would like to say this for the record, I was not par- 
ticularly shocked about the statement. It is a fact and a well-known 
fact that the sugar industry and the Secretary of Agriculture must 
get along. I have not intended the grave implication which Mr. Myers 
put on it. 

Certainly, I want to disclaim—reading it out of context it sounds 
worse than when I read it in my testimony—any intent to criticize the 
Department of Agriculture for its necessary close consultation with the 
sugar industry. And I think had the sugar industry been satisfied I 
suspect or I believe that the Department of Agriculture would not have 
opposed. 

I know Mr. Myers says that this compromise of 250,000 which was 
offered by the sugar industry, again as a part of this long off-the-record 
negotiations, would, eae , have been opposed by the Department of 
Agriculture. I do not think it would have. I think if the sugar indus- 
try had come in here and agreed the Department would not have op- 
posed it. I think the issue is irrelevant, but since there has been 

The Cuarrman. Let us clear it up to this point. You said Mr. Bran- 
nan made the statement. You attributed the statement to him. To 
whom was it made? 

Mr. Arnoxtp. It was made to Mr. Patterson. 
The Cuamrman. What Patterson—what is his first name? 
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Mr. Arnovp. William Patterson, and my partner, Paul Porter was 
there. 


The CHamman. Paul Porter? 

Mr. Arnotp. Yes; and Mr. Oscar Saar was also there. 

The CuHairman. That was in the Secretary’s office, was it? 

Mr. Arnovp. I assume so; yes. 

The Cuarman. In other words, your statement, Mr. Arnold, to the 
committee was based on hearsay ? 

Mr. Arnotp. Yes. Most of my testimony is hearsay. 

The Cuarman. And the implication and the interpretation placed 
on it by Mr. Myers is correct. 

Mr. Arnowp. I had no intention of criticizing the Department of 
Agriculture any more than this, that I think they are too much—follow 
too closely in the thinking of the sugar industry on this molasses ques- 
tion. That is not a moral criticism. 

The Cuarman. You made one other statement that I want to know 
what you meant by it. You said that the Secretary of Agriculture had 
to get along with the sugar industry, or words to that effect. 

Mr. Arnoip. No, the Secretary of Agriculture referred us back to 
the sugar industry and we have been negotiating with the sugar in- 
dustry, as Mr. Myers’ testimony shows, and part of the negotiations, 
as he brought out, was 250,000 gallons, inn there have been subse- 
quent negotations. I have not felt that those negotiations with the 
sugar industry were improper in the least or that it would serve any 
point to disclose them all. 

The Cuarrman. All right, sir. 

Mr. Myers, coming back to your testimony, is there any prohi- 
bition now in the law against refining molasses or sirup that 1s im- 
ported ¢ 

Mr. Myers. The present definition is written into the law, so that 
the 6-percent figure is a part of the law and could not be revised 
administratively. 

The Cuatrman. I say, is there any prohibition against refining the 
molasses into sugar when it is once imported ? 

Mr. Myrrs. Molasses, if it is aned for the production of sugar, 
would have to be taxed and it would have to come in under quota in 
the same way as any other sugar, but, of course, most of this liquid 
sugar is no longer used for making crystalline sugar. That énded 
essentially when the tariff was found applicable to it. 

The CuarrMan. The suggestion has been made that we might con- 
sider the minimum which would prohibit molasses being refined. The 
fact that the minimum has been suggested indicated to me that 
perhaps there was no such prohibition in the law now. 

Mr. Myers. Oh. I see your point. Yes, the present law does cover 
it and prohibits the use of the material having more than 6 percent 
for refining into crystalline or liquid sugar. 

The CHairMan. Well, now, if the sugar content of Grandma’s 
molasses costs 27 cents a pound and the sugar content of Henry 
Adams, Jr., molasses costs 29 cents a pound, why would: any consumer 
substitute molasses for refined sugar which you can buy at 10 cents 
a pound ¢ 

Mr. Myers. I presume they would not. It seems to me as though 
it is quite an absurdity to talk about these products being the poor 
man’s product when sugar itself is much cheaper. 
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The CuatrmMan. Well, at the same time it would seem to me it 
would be absurd to think that any baker would use molasses as a 
sweetening if it is going to cost him more than refined sugar. 

Mr. Myers. Well, of course, when you get into the wholesale bulk 
quantities there are savings.. And the whole liquid sugar industry, 
of course- 

The Cuamman. You were talking about the retail ? 

Mr. Myers. I was talking about those products in consumer pack- 
ages which the housewife buys, either as molasses or sirup or as sugar. 

The Cuatrman. What is blackstrap molasses selling for? Can 
anyone in the room tell ust hat? 

Mr. Myers. You mean the wholesale price ? 

The Cuatrman. Wholesale or retail, by the barrel, by the gallon. 

Mr. Myerrs. The bulk price, I believe, now, sir, is about 32 to 34 
cents a gallon. It is a very high price for blackstrap molasses. 

The Cuairman. Thirty-two or thirty-four cents a gallon; that is, 
in wholesale lots? 

Mr. Myers. That is the seaboard price. 

The Cuairman. What would that retail in gallon lots, in 5-gallon 
lots? 

Mr. Myers. Essentially, none of it is used for household purposes, 
except by some food faddists. 

The Cuatrman. I am thinking about in connection with farming 
operations where they use it to mix in the feed. They tell me there is 
a shortage and that they have trouble getting blackstrap molasses. 

Mr. Myers. Yes; the supply of blackstrap is short and the price is 
high. Moreover, the price rises from the wholesale seaboard level 
to the interior retail points. At the farm it costs 35 to 40 cents a 
gallon and in the interior States it would cost even more than that. 
The price is extremely high at the present time. 

Normally, as you know, blackstrap sells for just a few cents a gallon, 
but with the big synthetic rubber program opening up again there has 
been a tremendous increase in the demand for industrial aleohol. ‘The 
price of industrial alcohol rose and the price of molasses went up 
with it. 

The CHatrMan. Are you unwilling to consider any sort of a com- 
promise about a provision in the bill which would permit the im- 
portation of a certain amount of molasses? 

Mr. Myers. Mr. Chairman, if any error was made I think it was 
in establishing that percentage of soluble nonsugar solids at the low 
level of 6 percent. The effect is that the percentage for imported 
products is far below the normal level for edible domestic sirups of 
molasses. The highest purity sample the Branch has tested of 
refiners sirup had 7.53 percent nonsugar solids. The top of the 
range for refiners sirup is close to 30 percent. Our domestic sugar- 
cane sirup has between 8 and 9 percent on the average. Some of 
it has over 13 percent. The products that are normally called edible 
molasses have far higher percentages of soluble nonsugar solids. If 
I could demonstrate the matter, starting with 1 percent soluble non- 
sugar solids on one extreme, liquid sugar extends, according to the 
samples that we have analyzed, to about 2.4 percent. Crystalline 
dark brown sugar has a nonsugar content from about 4.5 to 6 percent. 


Refiners’ sirup has up to 29 percent. Blackstrap has over 30 
percent. 
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The CuarMan. I cannot tell the difference in looking at the 5 
percent and the 6 pereent. It just occurs to me that the thing might 
not be as important as we seem to think. You can look at that 5 
percent and the 6 percent samples and take the tags off and I dare say 
that no man on this committee could tell which is which, and I doubt 
if you could. Can you? 

Mr. Myers. I would be the first to admit that I am not a technician. 
Obviously, these determinations must depend upon chemical analyses, 
because it is easy enough to take most any sirup or sugar product 
and carmelize it to get a dark color. The fact remains that we are 
talking about products that have nonsugar contents that have well 
over 6 percent soluble nonsugar solids. Our best refiners sirup and 
our domestic sugarcane sirup have around 8 percent. 

The commercial types of liquid sugar tested have up to 2.4 per- 
cent. Certainly our brown sugar, having up to 6 percent, and being 
a taxed product, requires some competitive equality. 

The present definition of liquid sugar cuts the maximum per- 
centage of soluble nonsugar solids down to 6 percent. Now it is pro- 
posed that the percentage be reduced to 5 percent. The present defi- 
nition may lead to difficulties because it permits so much bland sirup 
to go into the sweetening field. 

After all, we have over 20 million gallons of domestic and imported 
sirups and edible molasses. Those products are used for both flavor- 
ng and sweetening. The further we reduce the soluble nonsugar 
solids contents the further we get into the sweetening field and out of 
the so-called molasses or flavoring field. 

The Cuarrman. You say that in your opinion with the 6-percent 
provision in the law there is no real necessity for the molasses com- 
pany to manipulate the molasses or to debase it ? 

Mr. Myers. They might have to occasionally. I would not deny 
that they might again have to manipulate a cargo in bond. It just 
so happens that they have not had a single cargo that they have had 
to manipulate in bond since 1944. 

The oes, Since 1944? 

Mr. Myers. Yes. There was one cargo in 1950 that on the first test 
was found below. On the second test it was found above. 

The Cuarman,. It is your opinion that good molasses can be im- 
ported under existing law? 

Mr. Myers. Yes, sir. Grandma’s molasses is an example which I 
think even the American Molasses Co. would agree is a good molasses 
and it would never have the slightest difficulty under the existing 
definition. 

Mr. Horr. Mr. Myers, you were present the other day when Mr. 
Peyton appeared before the committee representing the industrial 
users of sugar—at least, a number of them. You no doubt have had 
an opportunity to read his statement, also. 

I would like to ask if you care to comment on that statement, particu- 
larly, as to the two amendments which were suggested by Mr. Tastee. 

Mr. Myers. Congressman Hope, I am glad to comment on Mr, 
Peyton’s testimony. 

First of all, I think it is a very healthy thing for consumer groups, 
industrial user groups, to participate in hearings of this sort. Cer- 
tainly we have tried our best to get them to participate in our own 
hearings. Each year we call a public hearing prior to the making 
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of the annual determination, so that we will be sure that we get all 
sides. . ‘ 

The recommendations made by Mr. Peyton are not illogical recom- 
mendations. At least, one of them is not; that is, for a group of indus- 
trial users to make, 

His first recommendation, namely, for a 2-year extension is one that 
I do not see the purpose of. That is, after all, simply the time for one 
cutting of Hawaiian cane. 

As Congressman Hill pointed out the other day it does not cover 
one entire crop rotation in the beet area. I do not feel that that is 
a very satisfactory basis for the domestic sugar industry to operate on. 

I should add, also, that Cuba would be greatly distressed if the 
period of the extension were shortened. 

The other recommendation was that there be added to the act a 
provision that in no event could the Secretary of Agriculture deter- 
mine total requirements or quotas at less than the average for the 
two preceding years. 

As Mr. Peyton’s figures showed so clearly under most conditions, 
that would not have any significant effect on our determination. For 
the future it very easily could. 

During this emergency period we have felt and, in fact, urged, so 
far as we could, that consumers carry more adequate stocks of sugar 
as reserves. I think perhaps some of you remember the letter Secre- 
tary Brannan wrote to Senator Ellender on that subject some weeks 
ago. The difficulty that we got into the summer of 1950 was only 
partly a result of the outbreak of fighting in Korea. It was partly 
the result of consumers, including industrial users, letting their stocks 
run so low that they were in a desperate situation when demand rose. 

We distributed over 814 million tons of sugar last year. Our pres- 
ent determination for this year is also 814 million tons. ‘As long as 
this emergency continues, I think it will be desirable for the con- 
sumers to continue to carry ample stocks. Moreover, I'‘think they 
will undertake to do so. 

However, when a real peace comes—one that we could all depend 
upon—consumers will cut their stocks again. 

So the only effect that I can see of Mr. Peyton’s proposal would 
be that in the event that we had a period of two or more years of 
stockpiling and then went into a period of stock reduction the Depart- 
ment would be helpless to do anything to protect the growers’ market, 

It seems to me after all that growers have done in supporting pro- 
grams to keep sugar prices down in this country during the present 
year while the world price has been above the domestic price, and dur- 
ing the period of wartime controls—it seems to me that after efforts 
have been made of that sort to keep the prices down to the consum- 
ers and the industrial users that it would be peculiar to write into 
the bill a provision that would make it impossible for the Secretary 
of Agriculture to use the law for the protection of growers if we got 
into one of these postwar slumps. 

Mr. AnpresEN. Is the per capita consumption of sugar remaining 
stationary or going up or down? 

Mr. Myers. It is almost impossible yet to determine what the post- 
war trend will be. As you know, our per capita sugar consumption 
reached a peak in 1926 during prohibition. We all know why it 
reached that peak. 
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Since then we have had liquor made in legitimate distilleries out 

of grain rather than in the hills out of sugar. 

fe also have had. the development of the tremendous corn-sugar 
industry. So that the per capita consumption of sugar fell in the 
early part of the 1930’s and then made a slight reeovery. It was about 
stationary at around 103 to 104 pounds raw value per person prior 
to the war. 

During the war it was up and down, of course, depending upon 
supplies. 

Last year our per capita distribution rose to 109 pounds. If you 
add to that the corn sugar I think the total distribution of sweeten- 
ers probably was the highest on record. The great uncertainty is 
the extent to which the sugar distributed last year went into consump- 
tion and the extent to which it is carried as reserves. 

Mr. AnprEsEN. The point I wanted to make was this, we are having 
an increase in the population of the United States at the rate of, 
probably, 3 million a year. And if that continues why there is no 
reason why you should reduce the amount of sugar available for the 
people, even though there would be some stockpiling in this country. 
The population will eventually catch up with what you have in your 
stockpile. | 

Mr. Myers. That is night. It would only be during an emergency 
when the buyers walk away from the market that it might become 
necessary to reduce the supply below the quantity distributed on the 
average for the two F eitnom. years. 

Mr. Anpresen. The buyers will have to provide the sugar if they 
want to continue their business. 

Mr. Myers. That is right. 

Mr. AnpreseN. The present demand is going to be there from the 
people, withthe population increasing. We should not have to antici- 
pate any great reduction in the available supplies. 

Mr. Myrrs. That is true. 

The Cuatrman. Thank you very much, Mr. Myers. 

Mr. McMillan wants to ask you a question. 

Mr. McMintan. I want to ask you a question which is completely 
off the subject we have been discussing here. I thought maybe you 
might give us some light on it. 

In my State we have some of the largest textile and some of the 
largest rayon mills in the world. They are very much disturbed 
at the present time over the recent increase in the tariff by Cuba 
on gur goods. 

You stated that you served as the chairman of some trade agree- 
ment committee with Cuba. I would like to know if you know any- 
thing about how this came about, that is, the tariff increase on textiles 
and cotton goods. 

Mr. Myers. It embarasses me very much to learn that I am getting 
away from textiles to a point where I cannot discuss this problem 
with the facility that I think T would have a few years ago. 

I do know that Cuba has had a textile mill developed down there and 
that they took some protective action. I do know that this Govern- 
ment objected very strenuously to some of the measures taken by Cuba. 

At one time, as I recall, Cuba’s action amounted to a virtual em- 
bargo. They just did not let our textiles go across their wharves. 
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That period, I think, has been passed now. I have not followed 
recent developments. 

Mr. AnprEsEN. That is somewhat similar to the flour mill. 

Mr. Myers. Somewhat similar. 

Mr. AnpresEN. That was developed down there with American 
capital and all of the concessions. Do you know if the textile mill 
was developed with American capital? 

Mr. Myers. I understand that it was developed by an American 
who went to Cuba and subsequently gave up his American citizenship 
and took out Cuban citizenship. 

Mr. Anversen. And then he gets the protection of a high protec- 
tive tariff against American imports. 

Mr. Myers. As to the tariff, I am sorry, I am not qualified to speak 
on that subject. I have not followed it. I got into this problem 
only once and that is when a rather critical situation developed a few 
years ago. 

Mr. McMitian. It increased 100 percent the last few months, I 
understand. I just wondered if that was true. 

Mr. Myers. I would be glad to undertake to get together some of 
the information for you. 

The CuatrmMan. Mr. McMillan was under the impression that you 
participated in the negotiations in some way. 

Mr. Myers. No. 

The CHarrMan. You did not have anything to do with that? 

Mr. Myers. No. 

The CHarrman. When you said a moment ago that you were the 
chairman of the Inter-Departmental Committee on Sugar, what did 
you mean / 

Mr. Myers. On the working up of the suggestions for the extension 
of the Sugar Act, that was all. 

Mr. McMiuan. Thank you very much. 

I would like to insert this in the record. 

The Cuamman. Without objection, Mr. McMillan may insert a 
statement in the record. 

(The statement referred to is as follows :) 


STATEMENT OF Hon. JoHN L. MCMILLAN 


In all of their public statements since the Sugar Act hearings got underway 
Cuban officials have emphasized that Cuba is entitled to its traditional share 
of the American sugar market. Overlooked by these statements is the. fact 
that the traditional trade relations between Cuba and the United States have 
been radically altered in the last month as a result of the action taken by Cuba 
itself at the GATT Torquay conference. As a result of the trade agreement 
which the United States of American accepted with the utmost reluctance, the 
American textile industry is faced with the loss of its traditional share of the 
Cuban market. 

For the benefit of a handful of Cuban textile producers, who have yet to 
demonstrate that they can supply the variety and volume of textiles required 
by the Cuban public, the Cuban Government has increased tariffs on American 
textiles to almost prohibitive levels. The increases over former rates on cotton 
goods range up to 150 percent while the boosts on rayon textiles exceed the 
bounds of good sense and fair dealing, ranging from 125 to 714 percent. If 
these increases were applied to the textiles that Cuba is making, there might 
be some justification for them. However, they apply to thousands of weaves 
and styles, most of which the Cuban mills are not equipped to make and which 
can be produced only by a mature textile industry. These wholly unjustified 
increases, which may be termed punitive rather than protectionist, mean the 
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eventual loss to American mills of more than 100 million yards of cottons and 
rayon textiles. 

That Cuban textile tariffs were adequate before the Torquay agreement was 
executed is demonstrated by the fact that mills interests there flourished behind 
the old tariff wall. Cuba admits that the United States is the most important 
outlet for its sugar. On the other hand, Cuba seems to ignore the fact that it 
is the most important foreign market for American rayons and the second most 
important foreign market for American cotton goods, being outranked only by 
Canada. 

These Cuban tariff increases will affect the great majority of mills in the 
United States, nearly all of which sell some yardage to the Cuban market. 
They will bring about a substantial increase in the cost of living of Cuban con- 
sumers, the majority of whom depend upon the sugar trade for a livelihood. 
Cuban canefield workers, as a consequence of this Torquay agreement, will be 
paying 60 percent more for their overalls and dungarees than highly-paid 
American industrial workers. 

The dire effects of this agreement are already apparent. Since June 6, when 
it went into effect, shipments of textiles from New York to Habana have dropped 
close to zero. A number of American textile houses which specialized in this 
traditional Cuban trade are faced with the specter of liquidation. 

Cuban officials maintain that these tariff hikes on textiles were paid for with 
concessions on other products. These explanations are false. The greatest con- 
cessions were on materials that the Cuban textile industry needs and which it 
cannot obtain elsewhere. For example, duties were reduced on sulfur, an im- 
portant ingredient in the manufacture of rayon for which the world is clamoring, 
on dyestuffs, which the Cuban industry requires to dye the fabrics it produces, 
and wastes for the manufacture of blankets. These concessions greatly improve 
the competitive position of Cuban mills in that they enable them to reduce 
costs and thus widen the spread between the prices quoted by Cuban mills and 
American textile suppliers. 

The Honorable President of Cuba of May 22, 1951, stated that Cuba will try to 
enter into commercial agreements with the United Kingdom, Canada, Germany, 
and other European countries whereby by extending to these countries certain 
preferential rates up to now exclusively reserved to the United States, Cuba will 
be able to buy more goods from them and therefore will be able to sell them more 
sugar. If this is the case and Cuba feels that it will increase their sales to 
Europe, why does it object so much to any proposals to give other countries a 
little share of our sugar imports so that they can buy more from us? We have 
to make up somehow the deficit in our exports created first, by the high tariff 
rates just imposed on textiles, and second by the goods which Cuba intends to 
buy from Europe which were previously bought from the United States. 

If Cuba feels that it has the right to throttle our traditional trade in textiles, 
surely it cannot complain if the United States reserves the right to buy sugar 
when and where it chooses. 


ADDENDA 


United States exports of rayon tertiles to Cuba 
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According to R. M. Connell, First Secretary of the United States Embassy at 
Habana, Cuba, has the equipment and workers to produce 14,000,000 square 
yards annually of rayon woven fabrics. 

Employment.—The Cuban textile industry employs approximately 6,000 work- 
ers. The United States industry employs approximately 520,000 workers. 


United States exports of cotton textiles to Cuba 
Square yards 
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Figures as to cotton textile production in Cuba are impossible to obtain. 






Habana importers estimate output of Cuban mills at approximately 50,000,000 


yards a year. 


Up to 1930 production was nil. 


Comparative tariff rates per kilogram 
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Comparative tariff rates per kilogram—Continued 
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Comparative tariff rates per kilogram—Continued 
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Comparative tariff rates per kilogram—Continued 
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Nore.—The new rates are subject to a 3 percent public works tax. 


1 At no time will the duty be less than 16% of the value of the goods. 

? At no time will the duty be less than 20% of the value of the goods. 

3 At no time will the duty be less than 17% of the value of the goods. 

4 At no time will the duty be less than 19% of the value of the goods. 

5 The duty will never be less than 22 percent of the value of the goods. 

6 At no time will the duty be less than 30 percent of the value of the goods. 

7 The new rates are subject to a 3-percent public works tax. Covers goods weighing from 20 to 35 kilo- 
grams 100 square meters. 

8 At no time will the duty be less than 35 percent of the value of the goods. 

® At no time will the duty be less than 29 percent of the value of the goods. 

10 At no time will the duty be less than 28 percent of the value of the goods. 

1! The new rates are subject to a 10 percent public works tax. Covers goods weighing from 10 to 20 kilo- 
grams to the 100 square meters. 

12 At no time will the duty be less than 33 percent of the value of the goods. 

13 At no time will the duty be less than 27 percent of the vlaue of the goods. 

4 The new rates are subject to a 10-percent public works tax. Covers goods weighing less than 10 kilo- 
grams the 100 square meters, 


TEXTILE Export ASSOCIATION OF THE UNITED STATES, 
New York, N. Y., May 18, 1951. 
SECRETARY OF STATE, 
State Department, Washington, D. C. 


My Dear Mr. SEcrRETARY: At a meeting of the board of directors of the Textile 
Export Association of the United States it was unanimously voted that a formal 
protest be lodged with the State Department against the agreement reached by 
the United States and Cuba on tariff rates on textiles entering the Cuban market. 
This agreement was made public on May 9. It was also voted that the State 
Department be asked to invoke whatever provisions of GATT can be invoked to 
bring about the withdrawal of this agreement and its subsequent renegotiation. 

Examination of the increases in Cuban textile tariffs discloses that the new 
rates could not have been scientifically determined on the basis of protection of 
the Cuban industry since it seems that no real effort was made to obtain data on 
average costs of production in United States and Cuba on the types of goods used 
in large volume by the Cuban consumer. In briefs filed with the Committee for 
Reciprocity Information prior to the Torquay conferences we urged that the 
Cuban industry be required to submit proof of its need for additional protection. 
We do not know whether or not they did so, but we do know that the exorbitant 
increases in tariff rates granted Cuba cannot be justified on the basis of any real 
or imagined disparity in costs between the Cuban and American industries. We 
have come reluctantly to the conclusion that these amazingly generous conces- 
sions must be the fruit of political considerations which we are unable to fathom. 

We believe that the agreement with Cuba, if allowed to go unchallenged, will 
produce these results: 

1. The eventual loss of the Cuban market to the American cotton and rayon 
industries. Cuba is by far the most important foreign outlet for American rayon 
fabrics, absorbing more than 30 percent of our annual export volume in synthetic 
cloths or about 45,000,000 yards annually. It is the second most important market 
for cotton goods in normal times. Last year Cuba imported 65,000,000 yards of 
American cottons, or approximately 12 percent of our total exports of 559,000,000 
yards. 

2. The complete elimination of the several score historic textile import houses 
in the so-called Muralla Street district of Habana. At present about 300 mer- 
chants handle sales of our American textiles to the Cuban public. With five or 
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six mills controlling the Cuban market, these mercantile houses will be forced 
out of business, leaving the entire Cuban market in the hands of these mills 
which will be in a position to exact exorbitant prices from Cuban consumers. 

3. It will seriously impair the position of scores of export merchants in New 
York who account for about 60 percent of the shipments of cotton and rayon 
textiles to Cuba. Many exporters in the Worth Street district of New York rely 
for more than 50 percent of their business on sales to Cuba. Faced with the 
contraction of this business, many of these houses will soon be forced to reduce 
their working forces. 

4. It will lead to a substantial increase in the cost of living for the average 
Cuban consumer. Cuban consumers now pay considerably more for the textiles 
they require than American consumers whose incomes are much greater, Cuban 
canefield workers will be paying approximately 50 to 60 percent more for their 
work clothing, for example, than the highly paid workers in American industries. 

5. It will bear down most heavily on the low-income groups in Cuba since 
the steepest increases were granted on those items such as percales, dyed and 
printed sheetings, denims, popular-priced rayon dress goods and suiting, cham- 
brays, which are bought for the most part by the great masses of consumers. 

6. The so-called concessions obtained in return for the very generous con- 
cessions granted Cuba in reality represent favors to the Cuban textile industry. 
For example, duties were reduced on sulfur, an important ingredient in the pro- 
duction of rayon, on dyestuffs, which the Cuban industry needs to finish the 
fabrics it produces, and on wastes for mattress stuffing and manufacture of 
blankets. In short, the Cuban industry even managed to wangle advantages for 
itself out of the so-called reciprocal concessions granted to the United States of 
America. 

Translated into terms of cents per yards on the principal textile items United 
States of America exports to Cuba, the concessions obtained by Cuba line up 
as follows: 


COTTONS 


[Cents per yard unless otherwise stated] 











; | Percent 
Description Old rate New rate ferns 
100 x 60s white broadcloths Pareto E RRA EY AGS MN 8 fo oe | 2.90 | 4.48 | 54. 48 
100 x 60s dyed broadcloths BERS AT os ae EAN eT 3.77 | 5.70 | 51.19 
80 x 80s print cloth dyed____.----. sah acne ivas. | 3.77 6. 00 | 59.15 
80 x 80s percales ; Rae Pee. Py hence pee 2. 72 5. 95 118. 75 
64 x 60s percales ea ee eae PAN 1.95 | 4. 68 | 149. 00 
60 x 48s percales ‘ Sr IES AE aS WES OS DE LE 3. 00 | 4.38 | 46. 00 
White drills ‘ std ete ee see 8. 38 | 11. 40 | 36. 04 
Dyed 2.50-yard sheetings x RS ae Ra 4. 40 | 11. 20 | 154. 55 
3.90-yard chambray Pontos ahodadle tae 3. 61 6. 68 85. 04 
3.20-yard chambray .aaes sasaderasiidaud das wasn a] 4. 40 7.12 | 61. 82 
2.20-yard denims__ . SEES a eS See 7.62 11.98 57. 22 
72-inch white sheetings 2 este Gitte Waban toes | 5. 41 | 10. 00 | 84. 84 
Type 128 sheets (per dozen) : Siwesatigeced $3. 075 | $5. 68 | 84.7 
RAYONS 
| 

Rayon suitings (12 threads) dou soiled in iw wgininees -| 3. 87 | 31. 50 | 714 
Rayon suitings (15 threads) : Sal toh eae 4.13 | 28. 87 | 599 
Multifilament rayon crepes ; - Gh wdc Samet 4.90 | 25.37 | 418 
72 x 54s plain French crepes an es ener ae emer 3.17 | 11. 43 | 261 
72 x 54s printed French crepes bat die iis onbyecaine 2.12 | 10.13 378 
92 x 64s plain French crepes , “i ’ 5. 81 13. 10 125 
92 x 64s printed French crepes Epa eae A ae uees Seeger" 3. 88 | 11. 27 190 
Spun rayon prints (14 threads) 2. 82 13. 52 | 379 
£pun rayon dyed plain (1‘ threads) 4.11 15. 80 284 
Spun rayon printed at, 2.61 | 12.91 | 395 
Rayon and’cotton blankets (unit) Peeve sete aA eS . 48 | $1. 43 198 





We have been given to understand that GATT was established for the purpose 
of reducing or eliminating artificial barriers to trade. We know of no more 
dramatic example of artificial trade barriers than the new Cuban textile tariffs 
which were accepted by the United States of America delegation at the GATT 
Torquay Conference and formally approved by Washington. 
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We respectfully request that the textile section of the Cuban agreement -be 
reopened and renegotiated for the seasons set forth above. 
Yours sincerely, 


JoHN H. Jupce, President. 
MEMORANDUM ON ©UBAN TEXTILE DUTIES 


At the Annecy tariff conferences in 1949 Cuba indicated that its domestic 
textile industry was suffering serious injury as a result of the Cuban tariff 
rates on rayon and cotton-textile products negotiated with the United States 
under the General Agreement on Tariffs and Trade at Geneva in 1947. Cuba, 
therefore, requested that these rates be renegotiated. Inasmuch as Cuba took 
the position that one of its essential industries no longer had adequate protection 
and in the interest of good United States commercial relations with Cuba, the 
United States agreed to the renegotiations. 

The renegotiations were started in Washington in the summer of 1950 and 
subsequently were transferred to Torquay. There the United States and Cuba 
reached agreement on the new Cuban cotton-textile rates. The average ad 
valorem equivalents of these new rates are lower than the average ad valorem 
equivalents of the rates that were in effect during the prewar period 1935-39. 
Thus Cuba regained only part of the protection on cotton textiles which it has 
under the 1934 trade agreement. As compensation for the cotton-textile increases 
the United States obtained reductions on other items in the Cuban tariff, repre- 
senting an equivalent amount of trade. 

The United States and Cuba failed to agree on new rayon-textile rates. Cuba 
then decided to invoke the provisions of article XXVIII of the General Agree- 
ment on Tariffs and Trade in order to make the modifications in the rayon duties 
which it thought necessary. This article, at the time of the renegotiations, 
permitted any contracting party to the general agreement, on or after January 1, 
1951, to withdraw or modify concessions granted under the agreement subject 
to the commitment to negotiate and if possible to reach agreement with the 
other substantially interested parties. The article provides that, in such nego- 
tiations there shall be an effort to maintain a general level of tariff concessions 
not less favorable to trade than that provided for by the original concessions. 
If agreement is not reached, the country can still withdraw or modify the 
concession unilaterally; other substantially interested countries are then free 
to withdraw or modify substantially equivalent concessions initially negotiated 
with the party taking the initiative under article XXVIII. 

Cuba’s decision to invoke article XXVIII meant that the United States had 
first to try to agree on concessions by Cuba which would compensate for the 
changes in textile rates which Cuba had decided were essential to the protec- 
tion of its domestic industry. In the final analysis, the decision to invoke ar- 
ticle XXVIII rests with the country concerned and the United States could not 
do otherwise than to admit this right, even though it could not agree with the 
level of the new rayon rates which Cuba decided to impose. It was incumbent 
upon the United States to assure itself that the compensation offered was com- 
mensurate with the loss sustained by the changes which Cuba was making in the 
rayon rates. The negotiations for this purpose resulted in agreement on com- 
pensatory concessions which in the opinion of the United States Government 
should provide satisfactory alternatives for the development of United States 
trade. Only if such agreement had not been reached would there have been a 
basis under article XXVIII for the more drastic step of withdrawing, in retalia- 
tion, United States concessions previously granted to Cuba at Geneva. 

In this connection, it must be borne in mind that if the compensation offered 
by Cuba had been rejected and this Government had chosen instead to retaliate, 
the United States would have forfeited all compensatory concessions. In addi- 
tion, a Series of retaliatory withdrawais might have been started which would 
seriously disturb economic relations with Cuba for years to come. Such action 
might well have affected the trade of other countries with the United States and 
Cuba and caused them also to make retaliatory withdrawals. A general un- 
raveling of the tariff reductions which the United States and other countries 
have negotiated under the general agreement might thus have been initiated. 
The modifications in both the cotton and rayon rates of duty and Cuba’s com- 
pensatory concessions are listed in detail in the analysis of the results of the 
Torquay Conference released on May 9.° While the modifications in the Cuban 


! Analysis of Torquay Protocol of Accession, Schedules, and Related Documents: Gen- 
eral Agreement of Tariffs and Trade: Negotiated at Torquay, England, September 1950—- 
April 1951 (State Department Publication No. 4209). 
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cotton textile rates were also included among the article XXVIII changes made 
by Cuba, this was done for technical reasons only. No concessions in the United 
States tariff were granted to Cuba at Torquay. 

Throughout the negotiations with Cuba at Torquay and in formulating its rec- 
ommendations to the President, the Interdepartmental Trade Agreements Com- 
mittee considered carefully the views of the textile industry as expressed by' its 
representatives before and during the negotiations. It was the considered judg- 
ment of the Trade Agreements Committee that even though the United States 
could not approve the level of the new Cuban rayon rates, the results of the nego- 
tiations were satisfactory from a national standpoint and were consistent with 
the purposes and objectives of the Trade Agreements Act. The President ap 
proved the results of the negotiations and the United States signed the agree- 
ment at Torquay on April 21. 

During the negotiations, consideration was given to twe Cuban Government 
measures regarding customs classification and documentary requirements for 
textile imports (Cuban consular instruction 14-J and Decree No. 1518), which 
have a number of burdensome features objectionable to United States textile 
exporters. At Torquay it was agreed that these measures would be discussed in 
subsequent consultations between Cuba and the United States in order that the 
burdensome features might be removed. The application of Decree No. 1518, 
which has not yet entered into force has now been postponed by the Cuban Gov- 
ernment until August 1. These consultations are expected to begin shortly. 


TExTILE INDUSTRY COMMITTEE ON FOREIGN TRADE, 
New York 13, N. Y., June 13, 1951. 
Hon. Joun R. STEELMAN, 
Assistant to the President, 
The White House, Washington, D. C. 


DeaR Mr. STEELMAN: You will recall that on May 4 a delegation representing 
the Textile Export Association of the United States called upon you to request 
that the signature of the President be withheld from the agreement with Cuba 
negotiated at Torquay in order to allow more time to examine the textile con- 
cessions granted to Cuba which were then rumored to be excessive. The agree- 
ment, however, was signed on the following day which made it impossible for you 
to convey our oral protest in time for it to be effective. 

Public announcement of the details of the Cuban agreement confirmed our 
worst fears, Frankly, we are astounded at the steep, trade-throttling increases 
won by Cuba on its textile tariffs. These increases go far beyond even the ru- 
mors on which we based our complaints at the meeting with you. Reflecting the 
reaction of the entire American textile export trade is the enclosed appeal to 
the Department of State for a renegotiation of the agreement which was mailed 
to the Secretary of State on May 18. 

Up to now we have received no answer to this appeal but we expect one 
shortly. However, we do know that the Trade Agreements Committee has 
prepared a defense or analysis of the Cuban agreement entitled “Memorandum 
on Cuban Textile Duties,” copies of which are being handed to congressional 
representatives of textile manufacturing districts who have protested the agree- 
ment at the request of mills in their respective districts who have appealed to 
them for help in preventing the loss of this important market for American 
cotton and rayon textiles. 





ss" @eriw tt erwer * 


d This memorandum represents the sincere views of those who participated 
> in the Torquay negotiations but it fails to answer most of our objections. 
y In the first place, we are somewhat mystified at the language of this document. 
d In the first paragraph, you will note, are these sentences, “At the Annecy tariff 
n conferences in 1949, Cuba indicated that its domestic textile industry was suf- 
d fering serious injury as a result of the Cuban tariff rates on the rayon and cotton 
a textile products negotiated with the United States under GATT at Geneva in 
8 1947. Cuba, therefore, requested that these rates be renegotiated. Inasmuch as 
A. Cuba took the position that one of its essential industries no longer had adequate 
n- protection and in the interest of good United States commercial relations with 
1e Cuba, the United States agreed to the renegotiations.” [The italics are ours.] 
in We, of course, do not pretend to be familiar with GATT procedure but it 
seems to us that more judicial or formal procedures than that suggested by the 
terms “indicated” or “took the position” are required for the reopening or re- 
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negotiation of a commercial treaty involving the livelihood of hundreds of firms 
in both the United States and Cuba. These phrases, of course, could be nothing 
more than unfortunate slips of the pen but there is nothing in the document to 
suggest that at any time during the protracted negotiations at Torquay Cuba 
presented statistical or other factual data in support of its “indication” or 
“position.” s 

Even if GATT rules do not specify the presentation of data along the lines 
set forth by the Committee for Reciprocity Information for its hearings prior 
to international trade conferences, it would seem that a decent respect for the 
opinions of other participating nations would have prompted the Cuban delega- 
tion to document fully its “position.” This, as far as we can determine, was not 
done for the reason that the Cuban case was woefully weak and would have 
collapsed under even cursory questioning or analysis. 

The second paragraph of the memorandum contains two astounding asser- 
tions, one of which can be easily disproved while the other is extremely doubt- 
ful. The first of these reads as follows, “The average ad valorem equivalents 
of these new rates are lower than the average ad valorem equivalents of the rates 
that were in effect during the prewar period 1935-39. Thus Cuba regained only 
part of the protection on cotton textiles that it had under the 1934 trade agree- 
ment.” 

This statement is somewhat misleading in that it betrays a lack of knowledge 
of the price history of the products involved. In the years 1935-89 Cuban tariff 
rates on textiles were specific. As an illustration of this, we would like to cite 
one example, namely the bleached 100 by 60s carded cotton broadcloth, which is 
consumed in large amounts by the Cuban market. Back in the late thirties this 
cloth was selling at 7 to 744 cents a yard. The duty was 26.25 cents a kilo or 
approximately 2.4 cents a yard. This was equivalent to about 32 percent of 
the value of the goods. The new specific rate figures out to 4.4 cents a yard. 
If American prices were now at 1935-39 levels, the duty on this cloth would 
represent an 8314-percent increase over the 1935-39 rates. 

The new schedule negotiated at Torquay is so cunningly contrived that Cuban 
mills are given specific rate protection when prices are cheap and ad valorem 
protection when values move up. 

This statement, to our mind, also points up a very grave defect in our handling 
of GATT conferences. Our delegations, we know, are staffed with Government 
employees of the highest caliber, hard-working, intelligent, and possessing a good 
general knowledge of the problems involved. But it so happens that many of 
the problems they are called upon to handle require the highly specialized 
knowledge of the expert for their proper solution. Other delegations at GATT 
conferences, we have been told, have no compunction about calling for advice 
upon leaders in industries whose products are involved in the negotiations. At 
Torquay, and at Annecy, too, the Cuban delegation had at its beck and call indus- 
try representatives with a personal stake in the success of the negotiations who 
were anxiously willing at all times to supply their delegates with the specialized 
information calculated to confuse those with only general knowledge of the sub- 
ject. On several occasions the American delegation at Torquay called upon the 
Textile Export Association for certain information they required. This infor- 
mation was supplied, but it must be admitted that operating at long range at 
opposite ends of a transoceanic cable has its draw-backs and is not an adequate 
substitute for being on hand at the conferences. 

We would like to reiterate that we do not wish any of the statements above to 
be regarded as criticism of our delegation at Torquay. Even in the ranks of our 
own export group there are few experts. Out of the 300 suppliers to the Cuban 
market only a few can be honestly described as experts on every item in the 
Cuban textile-tariff schedule. To our mind, in order to qualify as an expert on 
tariff rates on any product or category of products, one needs to know more than 
the actual rates and the volume of business involved. One should also have a 
grasp of the price history of the products involved, methods of manufacturing 
and distribution, differences and variations in cost structures, and the variable 
tastes and incomes of consumers in the markets where the products are sold. 

This brings us to the second statement in the second paragraph of the memo- 
randum which is, “As compensation for the cotton-textile increases the United 
States obtained reductions on other items in the Cuban tariff, representing an 
equivalent amount of trade.” 


. 


According to State Department Publication No. 4209 (Analysis of Torquay 
Protocol of Accession Schedules, and Related Documents; General Agreement on 
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Tariffs and Trade: Negotiated at Torquay, England, September 1950-April 1951), 
Cuba obtained favorable modification on trade valued at $29,684,000 in 1949. Of 
this $11,737,000 represent cotton fabrics and manufactures, and $15,063,000 rep- 
resent rayon and synthetic fibers, fabrics, and manufactures. The balance of 
$2,884,000 represent women’s and children’s footwear, crackers and biscuits, 
whisky, sheets of cellulose or its derivatives, and miscellaneous plastic products. 

In return, according to this publication, Cuba granted concessions to the United 
States of America on imports valued in 1949 at $30,475,000. For purposes of dis- 
cussion we are enumerating these so-called concessions and listing alongside each 
the amount of trade in them reported for 1949: 


5 percent reduction on the tariff on pianos, player pianos, phono- 


graphs, and accessories thereof__.._.._____________------_------- $206, 000 
5 percent reduction on radio and television receiving and transmitting 

sete complete amoumbing £6. 22 5k ne tien 1, 563, 000 
8 percent reduction on radio and television sets (receiving and trans- 

mitting, in chassis alone including circuits) ___.___-_--_-_-_-_-_--------- 2, 000 


5 percent reduction on parts and accessories, including tubes, for 

radio and television receiving and transmitting sets and tubes 

for film reproducing apparatus_____.----__---.-.-------------- 765. 000 
7 percent on flutes and flageolets and other metal instruments of 6 

pistons or more and loose parts for wind instruments of wood 

OR I i il EN a a dca si dnand 8. 000 


Wiahel OP tect Sie i iste a ss acetals: 1, 779, 000 
2.9 percent reduction on refrigerators, electric, mechanical combina- 
tion, or thermo-dynamic refrigeration equipment of all kinds, ap- 





paratus for air-conditioning parts, ete__._-___-__- Se asad eres chee OO 5, 603, 000 

2 percent reduction on automobiles up to $1,500____-----__-------- 8, 950, 000 
3 percent reduction on automobiles up from $1,500 to $2,300____--~~ 4, 839, 000 
3 percent reduction on automobiles over $2,300__------__----_----- 719, 000 
A $2 per 100 kilos reduction on lubricating oils__--.__-.-_---------- 2,310, 000 
A 50-cent per 100 kilos reduction on vaseline___-— ~~~ aS PEE WS eee rs 94, 000 
A 20-cent reduction per 100 units on incandescent lamps of 50 watts_-_ 102, 000 
A 25-cent reduction per 100 units on bulbs from 50 to 100 wattes____ 65, 000 
JY EAE ee Sone eo Se oy Ge ok PLE Me eRe | Nae Sete ee IRN Se 24, 461, 000 


We maintain that on two-thirds of these items the concessions obtained are on 
products which Cuba would have difficulty in obtaining elsewhere or which are 
regarded as luxury items in Cuba and for which the market is small. We doubt 
very much that a reduction of 2 to 3 percent in duties on automobiles entering 
Cuba will increase sales of them among the great masses of consumers. Also, we 
do not believe that a 5-percent reduction will greatly stimulate sales of television 
sets and radios. Studied objectively, these concessions are extremely paltry and 
will contribute little or nothing to the expansion of trade. On cutlery, surgical 
instruments, hunting weapons, wrought iron and steel, the rates between the old 
and new rates are trifling and will have no influence on the volume of imports. 

On some items Cuba granted very substantial concessions to the United States 
of America but these so-called compensatory reductions are causing as much 
concern among American textile exporters as the steep increases in the rates on 
cottons and rayons. For example, on coal tar colors, that is textile dyestuffs, 
Cuba has graciously consented to a reduction of 50 percent in its duties, in short, 
from 14 cents to 7 cents a kilogram. This concession or reduction, of course, will 
enable textile finishing plants in Cuba to reduce their costs and thus strengthen 
their position, already made invulnerable by the increases on finished fabrics, 
to the point where they will be able to exercise a monopoly over the Cuban 
market. 

Also, Cuba readily agreed to a reduction of 50 percent, from 7 cents to 3.5 
cents per hundred kilogram, on sulfur, an important ingredient in the manufac- 
ture of rayon yarns, for which the rayon industries the world over are clamoring 
and which is so scarce that it is being allocated. 

The United States also managed to obtain a sharp reduction on rayon and 
nylon or other synthetic fibers ‘‘when imported by the manufacturers themselves 
and consigned to them for use exclusively as filler in mattresses and similar 
articles and for the manufacture of blankets.” On this the “concession” is 
quite substantial. The rate was slashed from 25 cents a kilogram to 3 cents a 
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kilogram. As a consequence of this, blanket manufacturers in Cuba, who man- 
aged to obtain an increase of more than 100 percent in the import duties on 
blankets, will be able to obtain the raw materials they need and which cannot 
be obtained in Cuba at much cheaper prices than they have been paying. 

In brief, the concessions granted to the United States on dyestuffs, sulfur, 
and wastes for blankets represents as resounding a victory for the Cuban textile 
interests as the increases in the rates on cotton and rayon fabrics. Insofar as 
the textile interests of the United States are concerned, the Cuban delegation at 
Torquay swept the board. 

Throughout its memorandum, the Trade Agreement Committee cannot help 
but express a strong revulsion to the increases on rayons while admitting they 
were willing to accept the increases on cottons. We feel that their attitude 
toward both should have been the same and that is stubborn and unyielding. 
The Cuban cotton industry flourished under the old rates and under the new 
will be able to build up a monopoly. We also feel that in a show-down the 
Cuban delegation would not have withdrawn for fear of retaliatory action by 
the United States. Also, we feel that strong elements in Cuba would not have 
permitted a withdrawal. 

In views of the reasons set forth above, we respectfully request that the Cuban 
agreement be reopened and renegotiated. In the last paragraph of its memo- 
randum, the Trade Agreement Committee states, “During the negotiations, con- 
sideration was given to two Cuban Government measures regarding customs 
classification and documentary requirements for textile imports (Cuban Consular 
Instruction 14—J and Decree No. 1518), which have a number of burdensome 
features objectionable to the United States textile exporters. At Torquay it was 
agreed that these measures would be discussed in subsequent consultations be- 
tween Cuba and the United States in order that the burdensome features might 
be removed. The application of Decree No. 1518, which has not yet entered 
into force, has now been postponed by the Cuban Government until August 1. 
These consultations are expected to begin shortly.” 

In briefs submitted to the Committee for Reciprocity Information and the 
State Departments before the Torquay conferences got under way, we urged that 
these two consular measures be settled before taking up the matter of tariff 
rates on yarns and fabrics. We have always contended that both of these 
measures constitute a clear violation of GATT and should have been abolished 
months ago. 

But in view of the fact that consultations for their modification or abolish- 
ment are being arranged, may we suggest that these consultations be broadened 
to include reopening and renegotiation of the textile sections of the agreement. 

This appeal for renegotiation of the Cuban agreement is being submitted on 
behalf of the Textile Industry Committee on Foreign Trade. This committee 
consists of representatives of the industry’s four major trade associations, namely, 
American Cotton Manufacturers Institute, Association of Cottoln Textile Mer- 
chants, the National Association of Cotton Manufacturers and the Textile Ex- 

port Association of the United States and was formed for the purpose of pre- 
senting a united front in all matters relating to foreign trade in American tex- 
tiles. 

In view of the circumstances enumerated above, we urgently appeal to the 
President of the United States to bring about a reopening and renegotiation of 
the textile section of the Cuban agreement. 

With many thanks for your cooperation, I remain, 

Yours sincerely, 


FRANK H. HILuery, Chairman. 
The Cuatrman. Thank you very much, Mr. Myers. 
Mr. Myers. Thank you. 
Mr. Arnovp. May we file a short statement pointing out what we 
think are the errors in Mr. Myers’ long testimony ? 
The Cuatrman. Yes, sir; without objection that may be done. 
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(The statement referred to is as follows :) 


TESTIMONY OF MILTON N. SCOFIELD, OF COUNSEL FOR AMERICAN MOLASSES Co., IN 
ANSWER TO THE TESTIMONY OF LAWRENCE Myers, DitrecTOR, SUGAR BRANCH, 
PRODUCTION AND MARKETING ADMINISTRATION, UNITED STATES DEPARTMENT OF 
AGRICULTURE, INSERTED IN THE RECORD BY PERMISSION OF THE AGRICULTURE 
COMMITTEE, HousE OF REPRESENTATIVES, WITH RESPECT TO H. R. 4521 


Mr. Myers’ statement reveals that there is very little knowledge in the Sugar 
Section of the Department of Agriculture with respect to either molasses or the 
problems of the importer of West Indies molasses. 

At the root of Mr. Myers’ errors is his impression that molasses is merely a 
form of liquid sugar. The term “liquid sugar” as used in the Sugar Act is a care- 
fully defined word of art. The term happens also to be one in common use in the 
sugar industry and describes very aptly what it is, i. e., sugar in liquid form 
which competes on equal terms insofar as use is concerned with crystallized 
sugar. To function as a competitor of crystalline sugar, liquid sugar has little 
if any color, virtually no flavor except sweetness and no aroma. Its essential 
elements are absence of color, flavor, and odor. On the other hand, the essential 
elements in molasses are dark color, high flavor, and aroma. Rather than mo- 
lasses being merely a form of liquid sugar it is in fact quite the opposite of liquid 

‘sugar. Mr. Myers has gotten himself entirely confused between the use of the 
word of art “liquid sugar” in the Sugar Act and commercial liquid sugar, which 
is what he should be but is not talking about. 

Mr. Myers’ opposition to our proposal is based on this erroneous premise that 
West Indies molasses which we import is precisely the same product as liquid 
sugar and that there is no way known to man to distinguish between ther. 
Starting with this premise he argues that if our molasses is not subject to the 
restrictions of the Sugar Act vast quantities of liquid sugar will also be freed 
from these restrictions. Our answer is that this is nonsense. Our customers 
can tell the difference. The letters from home economists and industrial users 
show that the difference is well understood and that sugar cannot be used for 
the same purpose as our molasses, 

Mr. Myers’ failure to understand our business is illustrated by his suggestion 
that we can import molasses under 6 percent into bond and then add Louisiana 
first molasses, which is of high impurity, and get Grandma’s Molasses as a result. 
As we have explained over and over again, the resulting blend would not be our 
product at all. Louisiana molasses contains sulfur dioxide. Our Grandma’s 
Molasses labels say that our product contains no sulfur dioxide. This is one of 
our proudest traditions. We have advertised it since the beginning of the Com- 
pany. Our business has been built on it. When, therefore, Mr. Myers suggests 
that we increase the impurities of our product by adding Louisiana first molasses 
he is telling us to go out of the business of selling Grandma’s Molasses. 

It may be that Mr. Myers is confused by our testimony that we are one of 
the two largest purchasers of Louisiana molasses which we blend. But this 
product is an entirely different one. It is not our Grandma’s Molasses; it has a 
completely different taste. It can be used only in food products requiring such 
a taste. We sell it under the trade-mark of Rosemere. The demand for it is 
small in comparison with Grandma’s Molasses. 

The suggested use of refiner’s sirup equally demonstrates the shortcomings of 
Mr. Myers’ testimony. The high-quality refiner’s sirup recommended by Mr. 
Myers contains slightly over 6 percent nonsugar solids. Assuming we had 
500,000 gallons of West Indies molasses which tested 5.5 percent nonsugar solids, 
and a refiner’s sirup which tested 6.5 percent, we would have to add 500,000 
gallons of the latter to bring the mixture up to 6 percent nonsugar solids. The 
flavor of the West Indies molasses would not be masked; it would be literally 
drowned. 

Mr. Myers’ misunderstanding of the molasses industry is again illustrated by 
his statement that Barbados produces a first molasses with a high sugar non- 
soluble solids content. The product he refers to was called Barbados choice 
molasses. It was all shipped to Newfoundland, and it has not been produced at 
all for many, many years. 

Mr. Myers says with respect to Cuban molasses that if the product falls under 
the 6 percent it can be imported as liquid sugar. He forgets that only five or six 
Cuban mills have any quotas for liquid sugar and most of them have not been 

interested in the production of Cuban molasses fit for our use. 
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Mr. Myers’ entire case rests on the supposed impossibility of distinguishing 
between our product and liquid sugar. He wants to put our business in jeopardy 
because he is unable to tell the difference. Our answer is that anybody can tell 
the difference. Either of our proposed amendments would work, we believe, be- 
yond the question of a doubt. 

A large part of Mr. Myers’ argument consists of a review of statements made 
by representatives of our company since 1930 at other hearings presented on 
the theory that if he can show some inconsistency in our previous statements he 
has scored a point. We do not think we have been that inconsistent. We assert 
that Mr. Myers’ summary of our former arguments takes them out of context 
und distorts them. To prove this, however, would take a volume which would 
be as irrelevant to the issues before this committee, as is Mr. Myers’ reference 
to these matters. 

Mr. Myers devotes six pages of his testimony to the history of the taxation 
and control of liquid sugar. Once again we must reiterate we are not talking 
about liquid sugar but about molasses, and since molasses does not and cannot 
compete with crystalline sugar the whole issue of its taxation as a competitive 
problem is irrelevant. 

The only other substantial point made by Mr. Myers is his renewed insistence 
that molasses competes with sugar because during the war when sugar was 
rationed more unrationed refiner’s sirup was sold as a sugar stretcher. Per- 
haps the public should have been deprived of this extra sweetener during this 
time of scarcity but we do not see what it has to do with the peacetime con- 
diicns under which this act is to operate. We are only add this the evidence 
we have produced shows that no one who processes or uses molasses thinks it 
competes with sugar, when sugar is obtainable, except in the sense that one 
sweet food competes with another. Certainly no one who needs molasses can 
substitute sugar, and no one who needs sugar can substitute molasses, as our 
company discovered when to its great loss it advertised recipes intended to 
have that effect during the war years. 

Mr. Myers also echoes the argument of the sugar refiners that molasses com- 
petes with brown sugar. It completely overlooks the more than 20 letters which 
we have put into the record from the leading baking and candy manufacturers 
in the country. All of these people use far more sugar than molasses and 
their letters are not only unbiased but are written with knowledge of the facts. 

Under the heading “Uncertainty of Tests” Mr. Myers recognizes that the 
maximum potential analytical error in determining nonsugar solids is 0.8 per- 
cent. Then in an attempt to minimize the hazard to our business he says that 
the maximum error would not happen very often. We ask the committee to 
put themselves in the position of responsible businessmen going to a bank for 
a loan. If the banker is told that a cargo of the value of close to $1,000,000 is 
jeopardized by this sort of potential error no loan would be forthcoming. Mr. 
Myers thinks that it is no hardship on us to commit our capital to this risk. We 
concede that in recent years we have been successful in spite of the risk at 
the cost of paying more for inferior sugarcane products. Nevertheless the 
record since 1937 of 16 percent cargoes refused is one which no sensible business- 
man should be asked to take and that since 1940 30 percent of our Cuban 
cargoes have failed to meet the 6 percent test. 

Mr. Myers’ final observation is that the elimination of the excise tax and 
tariff with respect to liquid sugar would restore a large part of the competitive 
advantage obtained by inverted liquid sugar under the Tariff Act of 1930. 
But this would be true only if this product were to be merchandised as liquid 
sugar. The price of our molasses prevents this. There can be no tariff ad- 
vantage for “liquid sugar” as defined in the act provided the material is sold as 
edible molasses. 

We have offered him two amendments, either one of which will make the 
distinction completely clear. The first describes the product we import in 
terms of six different qualities and adds a seventh restriction that it shall not 
be further processed. Mr. Myers takes each one of the seven and shows that 
all by itself it would not be a sufficient definition. His treatment of our color 
test is typical. He says that every housewife knows that you can change the 
color of a sirup by heating it. This is true. But Mr. Myers fails to mention 
that heat produces caramelization. Heating our product sufficient to change 
its color would make it ineligible under the tests of aroma, flavor, and use. 

Mr. Myers objects to another element in our test which is that the product 
be directly manufactured from sugarcane. He says that this test cannot be 
administered since the fact of manufacture cannot be determined chemically. 
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It is true that a simple question of fact cannot be determined chemically. It 
is equally true that if we perjured ourselves as to the source of our product 
we would be liable for heavy criminal penalty. Certainly there is no difficulty 
of administration here. There are lots of facts in the administration of tariff 
laws that are not determined by chemical tests. 

The reason we put seven different elements in our test is that we realize 
that no one of them is sufficient. We assert that to meet all of the elements 
of our test nothing could get in but imported West Indies molasses used to 
satisfy an inherited American taste. The American consumer, the American 
industrial user, and the importer of West Indies molasses never have any dif- 
ficulty in distinguishing this product from liquid sugar. Neither would Mr. 
Myers have any difficulty if he understood our business. 

Our second recommendation is to revise the definition of liquid sugar by 
reducing the maximum percentage of impurities to 5 percent, forbidding fur- 
ther improvement in quality after importation and establishing a limit on such 
importations free from the Sugar Act restrictions. Mr. Myers’ only objection 
to this is that our suggested quota is too big. He then says that even a limit 
of 250,000 gallons would meet his disapproval. He does not say why even this 
drop in ths bucket should be denied us. Both Representative Hale and Rep- 
resentative Carlyle suggested a limit of 3,500,000 gallons. Certainly an in- 
finitesimal quantity compared with the sugar market. 

The problem is far simpler than would appear from Mr. Myers’ elaborate 
statement. The question before the committee is whether an established inde- 
pendent business should be put in jeopardy or compelled to change its entire 
operation on the ground that it offers dangerous competition to a vast sugar in- 
dustry. I think we have demonstrated that this danger is purely imaginary 
and that either of the amendments which we suggest, or some compromise, 
would carry out the original purpose of the definition under present changing 
conditions with respect to the purity of sugarcane. 

The Cuarrman. I would just like to ask a question now. We have 
had quite extended hearings. I hope we have given an opportunity 
to every witness to testify. 

Is there anybody present who wants to appear in opposition to this 
bill? If so, 1 would like to know it now. 

Are there any other witnesses present who want to testify in regard 
to the bill in any manner? 

If not, the Chair recognizes the distinguished gentleman from 
Puerto Rico. 


STATEMENT OF HON. A. FERNOS-ISERN, RESIDENT COMMISSIONER 
IN CONGRESS FROM PUERTO RICO 


Dr. Fernés-Isern. Mr. Chairman and gentlemen, I will just submit 
my prepared statement for the record, if the committee will allow me. 
The Cuamman. Yes, sir; Dr. Isern, you may have that privilege. 
(The prepared statement of Dr. A. Ferndés-Isern is as follows :) 


STATEMENT OF Dr. A. FERNOS-ISERN 


H. R. 4521 is as important for the economic life of Puerto Rico as it would be 
to the United States to consider all its tariff laws, all its foreign trade laws, all 
its interstate commerce laws, all its farm parity price laws, all combined into 
one piece of legislation. 

Therefore, before I make any specific comment on the provisions of H. R. 4521, 
I beg your permission to present to this committee for inclusion in the record, 
the facts which will give us the background of the present economic and social 
conditions in Puerto Rico so vitally affected by the act. In this manner, the 
importance of H. R. 4521 relative to Puerto Rico may be more accurately sur- 
veyed and more easily interpreted. 

The people of Puerto Rico, comprising a community of over 2,200,000 American 
citizens, live within the United States political and economic system, in a sub- 
tropical island with an area of 3,500 square miles. Only one-half of this is 
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arable. Puerto Rico continues to be an agricultural community as it has always 
been. Political and economic relationships between Puerto Rico and the United 
States stem from the Treaty of Paris under which the Spanish Crown ceded 
its sovereignty over the then Spanish province of Puerto Rico to the United 
States, at the end of the Spanish-American War. In accordance with the terms 
of the treaty, Congress has legislated for Puerto Rico since 1899 in a sovereign 
capacity. In 1900 Congress first established those basic economic relationships 
between the island and the mainland which have prevailed for nearly 50 years, 
Legislation to that end was first enacted 2 years after the cession. 

In 1900 it was determined by Congress that importations into Puerto Rico from 
eountries other than the United States are automatically subject to the same 
rates as if imported into the United States. In other words, the same tariff 
duties prevail in Puerto Rico against foreign countries as in the United States. 
No duties are imposed on merchandise shipped from Puerto Rico to the main- 
land or vice versa. A customs union on the basis of the United States tariff 
was thus established. 

The entire Puerto Rican market, with a million potential customers in 1900 
and more than 2 million today, thus became and has since remained an almost 
exclusive market for mainland producers who enjoy the same tariff protection 
therein as in the continental area. 

Reciprocally, Puerto Rican products find a free market on the mainland. 
Puerto Rico is under the United States coastwise shipping laws. We may not 
use the less expensive foreign vessels in shipping to or from the mainland. 
Coastwise shipipng is not federally subsidized. 

Since in 1900 the economy of Puerto Rico was exclusively agricultural, and 
since Puerto Rico is a tropical island, the benefits of this free trade arrangement 
for Puerto Rico, were in practice limited both by nature and by economics to 
such tropical agricultural products as were wanted in the mainland which 
could be raised in the island’s 3,500 square miles. Naturally, these products do 
not displace mainland products. They are either not produced at all or not 
produced in sufficient quantities in the mainland. Unless purchased in Puerto 
Rico, they would have to be purchased elsewhere outside the United States. I 
I refer to cane sugar, rum, tobacco filler, and needle work. These comprise 
Puerto Rico’s most important exports. 

The wide variety of industrial products from the mainland found a protected 
market in Puerto Rico, limited only by the purchasing power there, even though 
these products might compete with and displace local Puerto Rican products. 

In 1900, Puerto Rico had just begun to feel the effects of the industrial revolu- 
tion. It was then still in the handicraft stage. It was only natural that our 
handicrafts virtually disappeared under the impact of United States industrial 
mass production with which they could not hope to compete. This paralyzed 
Puerto Rico’s industrial development, created unemployment and it made Puerto 
Rico almost exclusively dependent for a living upon the agricultural products 
it could sell to the mainland. 

Recently, through subsidies in the form of local tax exemptions and because 
of lower wages (another form of “subsidy”) a belated start has been made in the 
industrialization of Puerto Rico. Precariously, we are making an effort to indus- 
trialize, working against overwhelming odds and strong competition, albeit we 
must reluctantly reconcile ourselves to what appears an indeterminate period 
of wages lower than in the mainland. This means a lower standard of living 
and a reduced public revenue. But employment on such a basis is preferable to 
widespread unemployment and public relief. It is less expensive than straight 
relief. It is healthier than starvation which would be our only alternative. 

At the turn of the nineteeth century, Puerto Rico’s main export products were 
coffee, sugar, and tobaceo, respectively. When Puerto Rico came within the 
United States tariff system in 1900, its coffee lost the privileged position it had 
enjoyed theretofore in the markets of Spain and Cuba, where it found pre- 
ferential treatment similar to that afforded by the British imperial preferential 
system. It found, instead, only a free unprotected market in the mainland, since 
coffee in the United States was on the free list and still is. 

In order to offest this loss to Puerto Rican coffee producers and the Puerto 
Rican economy, an exception was made in the tariff rates on importations into 
Puerto Rico. A eustoms duty was levied by Congress on coffee imported into 
Puerto Rico, but not into the mainland. Thus, Puerto Rico's coffee industry 
saw its former wide-protected market shrink to the dimensions of an island of 
1,000,000 potential consumers then, 2,000,000 today. Its coffee surplus production 
would have to be sold and has had to be sold ever since in the free world market 
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where it may not seek reciprocal concessions of any sort since Puerto Rico may 
not offer them in its own market. 

Under these circumstances the coffee industry has been a gasping, slowly 
dying industry. Per-acre yield islow. There is little capital to improve methods 
of cultivation. Wages are low. We have been importing coffee from the 
Dominican Republic. Puerto Rican coffee lands declined to the point of an 
economic vacuum. Only lately has there been any sign of recuperation. We are 
striving to rehabilitate coffee now and we have made some progress. 

Benefits of free trade with the mainland, however, flowed to producers of 
Puerto Rico’s cane sugar and tobacco. Tobacco has ever since found a market 
in the mainland, mainly as much as may be needed for cigar filler. But the 
United States policy of preferential treatment to Cuba has greatly limited the 
protection it should find and therefore the potentialities of the United States 
market for Puerto Rican filler. 

Sugar found a market under the protection of a high tariff which existed 
then, and sugar rapidly developed into the largest and sole substantial industrial 
export product of Puerto Rico, But sugar land is not coffee land. The owner 
of sugar land received real benefits, whereas the owner of the hilly coffee land 
has been foreed to buy his needs in an expensive market, and up to recently 
has been left to his own devices to eke out a living. 

In Puerto Rico, sugar production has a natural limitation. It cannot be 
cultivated in the high’ mountainous land, but only in the more gradual slopes 
and the lower level coastal plains. Of Puerto Rico’s 3,500 square miles, only 
one-half is arable and at that, much of it is hilly and not suitable for sugarcane. 
Moreover, the mainland market for Puerto Rico sugar had other limitations 
such as concessions to Cuba. As the tariff against Cuban sugar was lowered 
and as Cuban sugar shipments into the United States increased in volume 
(Cuban sugar may be produced at greatly lower costs than Puerto Rican sugar), 
the prices and the market for Puerto Rican sugar decreased. 

When sugar was placed on the United States free list in 1913, the Puerto 
Rican economy went virtually bankrupt. Under the spur of the then threaten- 
ing First World War, however, the tariff on Cuban sugar was restored, and 
Puerto Rican sugar began to recuperate from the heavy blow. 

Since 1934, statutory law has limited sugar production in Puerto Rico. The 
Sugar Act of 1934 did so; the Sugar Act of 1948 does so. Under the 1948 law, 
Puerto Rico is allowed to market a quota of only 910,000 tons on the mainland, 
By dint of chance, we have been able to sell more since 1947 but not always at 
domestic prices, as we shall presently discuss, 

Restrictions to free trade, by nature, economics and by law, between United 
States and Puerto Rico do not stop there. Under the 1948 Sugar Act, out of 
the 910,000 tons it may market in the continental United States, Puerto Rico 
may refine not more than 126,000 tons. 

Thus, the free-trade arrangement of 1900, wherein coffee production was 
slashed away, which doomed most of our then-existing handicrafts, but which 
benefited tobacco to an extent and sugar to an extent, has been lately curtailed 
for Puerto Rico by statute. The sugar economy of Puerto Rico has been lately 
curtailed for Puerto Rico by statute. The sugar economy of Puerto Rico has 
been virtually frozen at a level considerably below Puerto Rico’s ability to 
produce. 

Rum has found a limited market on the mainland, except for World War II, 
when it flourished. It is back to prewar levels now. 

A small but important needlework industry has developed in the island on a 
foundation of low wages. It must compete in the mainland market with the 
low-cost needlework from the Philippines, which enters United States ports free 
of duty. 

Our population has increased from 1,000,000 in 1900 to more than 2,000,000 
in 1950. Population increase in Puerto Rico has been somewhat more rapid 
than on the mainland. The population in the United States has doubled in the 
last 50 years. In Puerto Rico, it doubled in 40 years. But Puerto Rico is a tiny 
island, and the United States is a broad continent. Economic pressure has forced 
a large migration of Puerto Ricans to the mainland. If economic pressure con- 
tinues, there cannot be any way for Puerto Ricans to survive other than to in- 
crease production in the island so as to create new jobs there, or to leave the 
island and come to the mainland in ever-increasing numbers. 

On this subject, I shall not extend my remarks. The problem has been dis- 
cussed in this committee previously in connection with farm labor. 
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As it is, importations from the mainland last year (food, clothing, shoes, build- 
ing materials, fertilizers, machinery, implements and tools, stationery, cigarettes, 
etc.) totaled $361,000,000 for goods which the island does not produce and which 
the island consumes. 

Sales of Puerto Rican products to the mainland (including sugar, tobacco, rum, 
cigars, and needlework) last year totaled $252,000,000. This includes benefit 
payments in sugar and total value of tobacco and rum sales, taxes paid before 
shipment. 

The economic gap between imports of $361,000,000 and exports of $252,000,000 
was filled by payments derived from salaries and other expenses incurred by the 
Federal or joint Federal and insular services operated in Puerto Rico, especially 
the military establishments. It included outlays to veterans (75,000 Puerto 
Ricans served during the Second World War). 

It should be noted that if the income of Puerto Rico were equal to the average 
on the mainland, our purchasing power would be tripled. We could triple our 
purchases in the mainland. They would surpass the billion-dollar mark. If 
we had an income per capita equal to that of Mississippi we would double our 
present per capita income. Our purchases would double. As it is we have 
often ranked higher as a purchaser from the United States than any Latin- 
American country. 

We have 80,000 chronically unemployed, a drag on the economic level of 
existence of the employed. Even most of them are underemployed. The unem- 
ployed are also a drag on the revenues of the Government of Puerto Rico which 
must provide, on a relatively very large scale, free schools, free medical services, 
direct (albeit necessarily meager) assistance to the unemployed and to the under- 
employed, to the old who in their productive years had no opportunity to save 
for a rainy day, to the orphaned children whose parents could not provide 
insurance for them, to the blind, and to the handicapped, who have little or no 
chance to find work in an economy where there are too few chances of work 
for even the able bodied. 

Direct assistance under social security is much more limited in Puerto Rico 
than in the States. 

Since sugar is substantially the only product we can produce and sell, we hope 
the day may come when Puerto Rico’s sugar quota may be raised to no less than 
Puerto Rico’s ability to produce, even though foreign importations of sugar into 
the United States may have to be correspondingly reduced. Also, I submit that 
it would be only fair if Puerto Rico were allowed to refine its own sugar, per- 
mitting us to engage in the island’s most logical industry with the same freedom 
of enterprise which mainland citizens enjoy in the development of their indus- 
tries. This would certainly be the case, if, in fact, free trade were restored to 
the original 1900 scope. 

No chain is stronger than its weakest link. A chronically depressed Puerto 
Rico means a chronically depressed area within the economic system of the United 
States. The repercussions of this situation do not confine themselves to Puerto 
Rico. They must be felt in every mainland State. 

As applied to Europe, the Marshall plan was inspired by this philosophy. This 
same philosophy has inspired the point 4 program. But in both instances, the 
reference is made only to foreign countries. By applying this philosophy to 
Puerto Rico, we would be giving thought to the needs of fellow citizens, living 
under United States laws, serving the flag in times of common peril, producing 
within the United States economie system, loyal to the principles upon which 
the Nation stands, and deserving of the benefits of democracy and the certainty of 
security which the Nation should offer all its citizens. Five thousand Puerto 
Ricans are fighting now in Korea. 

Industrialization should have started in Puerto Rico long ago. It is only 
through industrialization, urbanization, higher standards of living, a stake in 
life, a change of social patterns, that the birth rate of any area may begin to 
decline. Had industrialization started in Puerto Rico years ago, as it should 
have, we would not now be facing there the tremendous population pressure, a 
pressure which has unmistakable repercussions on the mainiand. The birth rate 
would have declined as, in recent years, the death rate has declined, thanks to the 
appl cation of modern scientific health measures. If the same death and birth 
rates had prevailed in Puerto Rico as in the mainland, we would have less than 
2,000,000 inhabitans now, perhaps 1,800,000. We would have 10 years yet in 
which to reach the population we have already attained. Since industrialization 
was started so belatedly, the margin between a decrease in the death rate and in 
the birth rate will be still further extended. 
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The transformation of a purely agricultural economy into an industrial economy 
does not take place overnight and without inherent difficulties. No artificial diffi- 
culties are needed. The development of industrialization in the mainland of this 
most industrialized nation in the world did not take place overnight. The diftti- 
culties which beset infant industries in their beginnings in the United States did 
not allow for the same performance or for equal cost of production as in the well- 
developed industries of Great Britain in those days. Under enormous handicaps 
we, in Puerto Rico, are soberly and steadfastly trying to industrialize now. We 
ure seeing some results at the expense of our tremendous efforts. 

We hope to succeed further in our industrialization program. But what should 
be the first industry to develop unhampered to the limit of its possibility in Puerto 
Rico? Obviously, it should be the production and refining of cane sugar, a natural 
product with us and one not sufficiently produced in the mainland. Obviously no 
man-made obstacles should be thrown in the path of this development. Our fran- 
tic efforts in other directions will either never mean as much or will take a long 
time to mean as much, as an increase in our sugar quota and freedom to refine 
sugar. And this could be accomplished overnight by a nod from Congress. 

Now let us examine in detail the sugar situation for Puerto Rico as affected by 
H. R, 4521. 

Puerto Rico produced 1,286,000 tons of sugar in 1950. The market outlet for 
sugar, however, is limited by the Sugar Act of 1948. Sugar Act restrictions were 
announced in June 1949 which would have limited the 1950 crop to about 1,050,000 
tons, including local consumption quota. We had a surplus of 236,000 tons. In 
order to avoid widespread unemployment and heavy losses on unharvested cane, 
the industry sold to the United States Government for use in the ECA prograin, 
220.000 tons of sugar at a price far below the level then prevailing in the domestic 
sugar market. This sale permitted the entire crop to be processed. 

Even with the sacrifice of 220,000 tons of sugar for distribution outside the 
United States, the island faced a carry-over at the end of 1950. This indicated 
a 1951 reduction in output from the 1950 level of about 275,000 tons. More re- 
cently, however, through efforts of the Sugar Branch of the Department of Agri- 
culture, and with the high sugar distribution rates of July and August 1950, and 
with the inability of Cuba to fill its share of the expanded requirements for con- 
sumption in the United States, since Cuba was selling in the world market, 
Puerto Rico fell heir to sufficient additional quota to permit the elimination of 
the threatened surplus. 

The 1951 crop, because of drought conditions, may be reduced to as low as 
1,220,000 tons. In spite of this decrease in production, a carry-over inventory 
will be established to the tune of 200,000 tons. We are not being permitted to 
sell in the world market. I understand ways and means are to be found by the 
Department of Agriculture to help us dispose of the surplus. In 1952, unless we 
curtail production, the prospect of a carry-over will again loom before us. Rain, 
this year, has been abundant. 

Unless the 1952 surplus is disposed of also, the impact upon the island’s econ. my 
will be drastic. H. R. 4521 alleviates this situation by increasing Puerto R.co’s 
quota to 1,080,000 tons for 1953. But only alleviates. It does not cure. 

It will take Puerto Rico several years through its “operation bootstrap” pro 
gram to create employment for as may men as could otherwise find jobs if 
Puerto Rico’s assigned quota were more in line with Puerto Rico’s ability to 
produce. 

Naturally, Puerto Rico aspired to a substantially larger sugar quota than 
under the 1948 Sugar Act. H. R. 4521 is a step in the right direction. But it is 
not a complete solution. 

The following are some of the facts showing the extent to which the is!and 
has had far less favorable quota treatment than other domestic areas up to 
the present. 

1. At the time the Sugar Act of 1948 was developed, the industry represent- 
ative for Puerto Rico protested the quota which was assigned the is'and. Th's 
quota was eventually accepted with great reluctance and only in order to make 
sugar legislation possible in 1947. Puerto Rico accepted a sacrifice for the 
sake of all concerned. 

2. Throughout the period since quota limitations were first imposed in 1934, 
marketing restrictions on Puerto Rico have been below the island’s ability to 
produce. Puerto Rico has grown enough cane to meet her basic 1948 Snygar 
Act quota levels in 12 of the 17 years sugar-quota legislation has been in effect. 
The largest number of years in which any other domestic area has produced 
enough cane or beets to meet their quota is 3. 
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3. Puerto Rico’s average sugar production has consistently exceeded the 
quota assigned under the 1948 Sugar Act whether such production is measured 
by a 2-, 5-, 10-, or 20-year average. On a similar basis, no other domestic area 
has maintained a production which has equaled its quota. 

4. Since 1934, Puerto Rico has been forced to leave an aggregate of nearly 
a million tons of sugar unharvested in addition to other production restric- 
tions, and it has carried large unmarketable sugar stocks from time to time. 
These stocks were marketed only after sugar became scarce and quotas were 
suspended in 1939 and 1942. 

Foreign areas, other than the Republic of the Philippines, have received far 
more favorable treatment under sugar-quota legislation than have domestic 
areas, in particular, Puerte Rico. The following are some of the facts showing 
the advantages accorded foreign countries over domestic areas, especially Puerto 
Rico, in the United States market. 

1. From 1934, the first year of sugar quotas, to 1950, the quota for Cuba in- 
creased by nearly three times as much as has the total quota for all areas. 
Quotas for all domestic areas have barely kept pace with consumption, and Puerto 
Rico’s quota has proportionately increased barely one-half as much as United 
States consumption. If Puerto Rico’s quota in the mainland market had main- 
tained the same increase from 1934 to 1950 as did that for Cuba the island could 
now have a market for nearly 1,300,000 tons of sugar. 

2. Under sugar quotas, Cuba has been permitted to increase substantially the 
quantity of sugar sold in the United States market over the level prevailing 
immediately prior to the first quota control law. On the other hand, Puerto 
Rico currently is limited under quotas to a level nearly 100,000 tons below her 
last unrestricted crop. 

3. Section 201 of the Sugar Act of 1948 gives all of the increase in United 
States consumption resulting from population growth to foreign countries. Puerto 
Rico and other domestic areas receive none of this increase, which will amount 
to about 650,000 tons during the life of the Sugar Act of 1948. 

4. Puerto Rico, a domestic area sold 220,000 tons of 1950-crop sugar to the 
United States Government, for use by ECA, at a greatly reduced price to avoid 
a substantial production cut-back and widespread unemployment. At the same 
time this sale was made, Cuba, a foreign country, was selling near-record quan- 
tities of sugar in the United States market at much higher prices than those 
received by Puerto Rico for sugar sold to ECA. 

5. With its large populaticn, Puerto Rico depends more heavily upon sugar 
than does any other sugar-producing State, Territory, or foreign area con- 
tributing to the United States market. In fact, Puerto Rico has less than three- 
fourths as much mainland market quota in relation to population as does Cuba. 
Cuba has other large sugar outlets in addition to the United States market. As 
a result, Cuba’s 1950 sugar output was nearly twice as large in relation to popula- 
tion, as was that of Puerto Rico, even including the 270,000 tons of overquota 
sugar of the latter. 

6. Trade with Cuba is often cited as one reason for the purchase of large 
quantities of sugar from that country. Puerto Rico, as do other domestic areas, 
purchases far larger quantities of domestic goods in relation to sugar sales than 
does Cuba. If trade is to be a factor in establishing sugar quotas, Puerto Rico 
should receive consideration ahead of any foreign country. In addition, sales 
from the United States mainland to Puerto Rico mean sales to a protected mar- 
ket ; much more protected than the Cuban market. : 

Puerto Rico has few natural resources other than its limited quantity of 
agricultural land, its climate, and its manpower. In relation to cropland, 
Puerto Rico is the most densely populated agricultural area in the world except 
Barbados. The island, therefore, must make the most intensive possible use 
of its land. No other crop will yield as high dollar returns or employ so much 
laber as will sugar. The solution of the island’s critical need for more income 
and employment must be sought in agriculture as well as in industry. 

Puerto Rico has demonstrated a capacity for a sustained annual sugar produc- 
tion of 1,300,000 tons. Quotas which would permit the sale of this quantity of 
sugar would add about 4,200,000 man-days of employment and $30 million of gross 
income per year. Moreover, all of this income would be reflected immediately 
in purchases of gools and services from the mainland at domestic mainland 
prices carried in national registry ships at domestic rates. 

As to sugar refining, I believe that in all fairness no limitations need be 
established for Puerto Rico or mainland refineries. Let all domestic refineries 
compete in the domestic market. The total amount of raw sugar in the market 
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is limited. The amount of refined sugar produced therefore is limited. The 
price structure would not be disturbed. 

However, if limitations on refined sugar on Puerto Rico are to continue, existing 
refineries in Puerto Rico should at least be able to compete in the raw-sugar 
market up to the extent of their capacity to refine. Mainland refineries may so 
compete amongst themselves. This would be attained by increasing Puerto 
Rico’s limitations from 126,000 tons out of its shipment quota, to 362,000 tons, 
an actual increase of only 236,000 tons. Puerto Rico would continue to be 
prevented from expanding its refining industry beyond its present capacity, but 
these limitations would be appreciably less onerous than present limitations. 
The increase of 236,000 tons would be less than 2 years’ average consumption 
increase. Therefore, it would be met by the expected increases in consumption 
corresponding to 1952 and 1953 when H. R. 4251 goes into effect. This amount 
of free enterprise should be allowed in the sugar picture. 

In the interests of harmony and the expeditious adoption of the new act, 
Puerto Rico, as in 1947, is willing to go along with its basie provisions. 

However, I believe that in reporting this bill language similar to that of the 
1947 report should be inserted. I quote from the 1947 report of this committee 
on the 1948 Sugar Act: 

“It should be pointed out that this bill is a short-term measure designed to 
meet postwar adjustment problems in the production and distribution of sugar. 
For example, provision has been made for allotting to Cuba almost the entire 
deficit anticipated in the Philippine quota. Domestic areas have been given fixed 
quotas rather than percentage quotas for a temporary period of 5 years, which 
period is believed to be of sufficient duration to enable necessary postwar adjust- 
ments to be made in the foreign areas supplying the United States sugar market. 
The committee believes that it should be made abundantly clear that the distribu- 
tion of the American sugar market among the producers of the United States and 
foreign countries and the provision for the establishment of quotas for the 
ensuing 5 years on the basis provided for in this bill is not intended to establish, 
and should not be construed as establishing, a permanent production and distribu- 
tion pattern nor as waiving American producers’ rights to such portions of the 
American market as they can supply at the conclusion of the 5-year period covered 
by the bill. On the contrary, it should be emphasized that this bill is designed to 
meet the problems of the temporary postwar transition period and is not to be 
regarded as the establishment of long-time national sugar policy.” 

It is public knowledge that there are those who conveniently forget the nature 
of the 1948 act and who have been advancing claims to an indefinite continuation 
of present provisions and quotas for foreign countries as though they were vested 
rights while trying to oppose fair treatment for the domestic areas, especially 
Puerto Rico. 

Although H. R. 4521 does not do full justice to Puerto Rico (I believe the facts 
herein contained prove the point beyond argument), its provisions for Puerto 
Rico may be accepted as an irreducible minimum pending better days and more 
equitable treatment in the future. 

So, I leave the matter to the fair and capable minds of the just men who make 
up this committee. 

Technically, it is true that 2,000,000 United States citizens of Puerto Rico 
have no voting Representative of their own election in this Congress. But to say 
that altogether they have no voting representatives would be wrong. In what 
pertains to agriculture, you gentlemen of the committee represent Puerto Rico 
as any other section of the United States. Congress is, in Federal matters, as 
much the Congress of Puerto Rico as of any State. You are our representatives. 

In your able hands, gentlemen, Puerto Rico places its trust. 


(The following radiogram was received for the record :) 


Rroprepras, P. R. 
COMMITTEE ON AGRICULTURE, 


House of Representatives, Washington, D. C.: 


Rotary Club Riopiedras earnestly entreat you consider favorably increase sugar 
quota Puerto Rico 170,000 tons according bill now before your committee. 


Mario GAZTAMBIDE, President. 
Mr. Anpresen. I would just like to ask Mr. Arnold one question. 
When was it that the Secretary of Agriculture made this statement 
to which Mr. Myers referred to Mr. Patterson ? 








314 EXTENSION OF SUGAR ACT OF 1948 


Mr. Arnon. I do not recall the exact date. 

Mr. Patterson is here. 

The CHatrman. Your name? 

Mr. Parrerson. W. W. Patterson. Mr. Oscar Saar, Mr. Paul 
Porter, and myself were present. 

Mr. ANpRESEN. You say you do not recall? 

Mr. Parrerson. I can check the date for you. 

Mr. AnprResEN. Was it made within the past 6 months. 

Mr. Parrerson. Yes, sir. 

Mr. AnpreseNn. Was it made since the consideration of this legisla- 
tion by this committee ¢ 

Mr. Parrerson. I would say, to the best of my memory, and I 
have been working on this thing 16 hours a day, and I cannot even 
tell you the date today, but it was about approximately a month and 
a half ago. 

Mr. ANprESEN. Where was the statement made? 

Mr. Parrerson. In the Secretary’s office. 

Mr. AnpresEN. In the Secretary’s office ? 

Mr. Parrerson. Yes. 

The Cuamman. Would you mind repeating the statement as you 
recollect it to be? 

Mr. Parrerson. Well, that is about a month and a half ago, and 
I will tell you I am pretty tired; my mind is not too clear. In effect 
we would have to have an agreement with the industry. 

The CuarrmMan. He said what ? 

Mr. Parrerson. In effect that we would have to bave the agree- 
ment of the industry. 

The Cuatrman. Which industry ? 

Mr. Parrerson. The sugar industry. 

The Cnarrman. Did he say you would have to have the agreement 
of the sugar industry / 

Mr. Parrerson. Well, the exact language I do not recall, sir. I 
say. I do not recall the exact language. 

The CHatrMan. You say you have been working on this bill for 
how long? 

Mr. Parrerson. Well, we started in sometime around the middle 
of June, and as I recall the first hearing here was on June 27th. 

Mr. Arnop. I have forgotten. 

The CuHamman. What was it you said—you had been working for 
16 hours a day and that you are weary now and you cannot remember 
what was happening ? 

Mr. Parrerson. I cannot recall the exact language of the Secretary. 
I am saying in effect. The effect was that we would have to have 
the approval of the sugar industry on any recommended change as 
to the 6 nercent and 5 percent. 

The Cuarrman. Who do you represent, the American Molasses Co. ? 

Mr. Parrerson. I am with the American Molasses Co. 

The Cuarrman. In what capacity ? 

Mr. Parrerson. I am in charge of sales of the sucrose division of 
the plant. 

The Cuatrman. You knew Mr. Myers was the head of the Sugar 
Brench, did you not? 

Mr. Parrerson. I did. 

The Cuarmman. Did you ever seek conference with him? 

Mr. Parrerson. Yes. I have talked to Mr. Myers on several oc- 
casions. T would like to say this as long as I am here, speaking for 
myself now. 
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I think Mr. Myers has had a very difficult job all through the years. 
I think he has been a very able public servant. I might not agree 
with him on some things, so far as molasses is concerned, but I think 
he is a very conscientious person in his work. 

The Cuarrman. You knew, also, did you not, Mr. Patterson, that 
all interested parties in the sugar problem, Cuba and Puerto Rico and 
beet- and cane-country growers, all have been in conferences here in 
Washington for weeks and weeks? Did you not know that? 

Mr. Parrerson. I knew it after apparently the industry as a whole 
had agreed. I say “agreed”; they apparently had a meeting of minds 
on the recommendation. 

The Cuarman. Let me clear this up. Did you put an evil implica- 
tion on the statement made to you by the Secretary of Agriculture? 

Mr. Parrerson. No; not evil implication. If that was his idea we 
had to get an agreement with them, then it was up to us to go back 
to the industry to try to effectuate an agreement. 

The Cuatrman. When he referred to the industry, did you under- 
stand that the term “sugar industry” embraced the people of Puerto 
Rico and Hawaii and Cuba and all of the other people that partici- 
pated in this program ? 

Mr. Parrerson. I am not sure whether he meant the cane-refining 
industry or the industry asa whole. By cane refining I mean the cane- 
sugar refiners. 

The Cuarrman. You are not sure what he meant? 

Mr. Patrerson. Whether he meant the cane-sugar refiners or the 
industry as a whole. 

The Cuarrman. Thank you very much. 

Mr. Arnot. Since my statement is in the testimony I would like 
to have the record show that, of course, we were not surprised nor 
did we think anything improper in our going back to the sugar in- 
dustry. I have not participated in them, but there have been negotia- 
tions and negotiations and negotiations all through. I do not know 
how else you can get this legislation of this kind by. You have got to 
consult. with the industry. 

I did wish to convey the impression that I thought that they were 
following along too closely in the industry. I want to make it clear 
that I thought there was nothing improper in what the Secretary did, 
because if what he did was improper, what we were doing was im- 
proper, trying to get an agreement of the sugar industry. There were 
many, many conferences. 

The Cuatrman. Thank you very much. 

If there are no other witnesses to appear, the committee will con- 
clude the hearings and adjourn until 10 o’clock tomorrow morning 
for executive session. 

(The following material was received for the record :) 

NEw York 5, N. Y., July 25, 1951, 
Hon. Haroip D. Coo.ey, 
Chairman, Committee on Agriculture, 
House of Representatives, Washington, D. C. 

Dear MR. CHAIRMAN: On May 16, 1951, W. R. Grace & Co., on behalf of the 
entire Peruvian sugar industry, addressed a communication to the Secretary of 
Agriculture in which it presented the views and recommendations of that in- 
dustry with respect to amendment and extension of the Sugar Act of 1948. These 
views and recommendations were concurred in by the Government of Peru. It is 
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our understanding that our communication has been incorporated in the record 
of the hearings on H. R. 4521 now being held by the committee. 

We have noted the recommendations of the Department of Agriculture, which 
are concurred in by the Departments of State and Interior and which are em- 
bodied in H. R. 4521 and a companion bill, 8. 1694. While the sugar industry of 
Peru would have hoped for more favorable treatment than that proposed in H. R. 
4521, it recognizes the responsibility of the Congress and the executive depart- 
ments for impartially and objectively developing legislation which reasonably 
compromises the views and aspirations of all of the areas supplying sugar to the 
United States market. We feel, therefore, that while H. R. 4521 falls short 
of fully meeting the needs of the Peruvian sugar industry, it represents a fair and 
equitable compromise, particularly in view of the comparatively short period for 
which it proposes to extend such a modified act and in view of the fact that such 
a compromise and our concurrence therein do not prejudice the future right of 
the Peruvian sugar industry to seek further relief from the discriminations in- 
herent in the Sugar Act of 1948 and previous quota and tariff legislation. 

In view of our concurrence as outlined above, we have, quite naturally, been 
pleased to note that all of the domestic areas and all but one of the foreign areas 
supplying the United States have similarly concurred in the recommendations 
of the Department of Agriculture. We consider that the objections raised by 
Cuba, as the sole dissident area, have been based largely on representations 
which do not fully or fairly reflect the facts. 

A principal witness, testifying before the committee on behalf of Cuban sugar 
producers, has argued against the administration’s proposal to increase the 
quota for the full-duty countries because these areas did not fill their 1950 quota, 
because their marketings thus far this year against their quotas have been 
small, and because these countries are alleged to have no continuing desire to 
supply this market. The witness, in presenting his arguments, emphasized that 
Peru did not fill its 1950 quota and that Peru has marketed no sugar against its 
1951 quota. 

It should be pointed out for the record that Peru not only marketed all of its 
initial 1950 quota but ail of the increases which resulted from adjustments in 
its quota made on June 17, July 21, and August 29, 1950. On September 13, 
1950, the basic quota for Peru was increased from 10,488 to 23,031 short tons, 
while its share of the Philippine deficit rose from 3,370 to 13,370 short tons. 
This action of Septe:ber 13 raised Peru’s total quota from 13,858 to 36,401 tons. 
Despite the fact that this proportionately large increase in Peru’s quota took 
place toward the end of the year at a time when producers’ marketing commit- 
ments had been established, Peru managed to fill most of this greatly increased 
quota, marketing a total of 30,820 tons by the end of the year. Thus, Peru fell 
short by less than 6,000 tons of completely filling the appreciable increase given 
to it rather late in the year. 

It will be recalled that shortly after the outbreak of the Korean War, the 
demand for sugar throughout the world, including the United States rose tre- 
mendously. As a result of this heavy demand, the United States found it 
necessary to draw on surplus supplies within its domestic producing areas by 
raising the consumption estimate to 8,700,000 tons and simultaneously declaring 
a deficit of 400,000 tons in the quota for Cuba. In addition, Commodity Credit 
Corporation, to conserve supplies of Cuban sugar for this market at reasonable 
prices, found it necessary to make an emergency purchase of 600,000 tons of 
1950-crop Cuban sugar. This purchase was made necessary not only to insure 
supplies for 1950 but to protect the United States consumer during early 1951 
before new crop sugars became available in volume. The net result was that 
the Cuban quota, eevn after having been reduced by the declaration of a 
400,000 ton deficit, fell short of being filled by 165,000 tons. The marketing 
dislocations produced by war-scare buying thus affected Cuba as well as vir- 
tually all of the sugar-producing areas in the world We consider that Perv in 
filling all but 6,000 tons of a quota which late in the year was increased to 
approximately three and one-half times its initial quota indicates a continuing 
desire and ability to supply the United States market. 

The argument that Peru has marketed no sugar in 1951 against its quota for 
this year leaves the unwarranted implication that Peru does not intend to fill 
that quota. The committee may be assured that the Peruvian sugar industry 
fully intends to fill the quota established for it in 1951 by the determination issued 
by the Secretary of Agriculture on December 27, 1950. Peruvian sugar moves 
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in volume during the months of August through December. To make certain 
that this quota would be filled before September 1, 1951, Peruvian producers 
informally allocated the quota for the United States market equitably among 
themselves and agreed to take steps to ship such sugars as early as possible 
before September 1. 

The principal witness for Cuban producers has also alleged that Peruvian 
producers have no contining interest in the United States market. It should 
be pointed out that Peruvian producers for 2 years have or will have marketed 
sugars in the United States at substantial discounts below prevailing world 
prices. Such marketings having been made at a considerable sacrifice in price 
certainly indicates that Peruvian producers have a continuing desire to partici- 
pate in the United States market as fully as United States quota legislation 
pernits. 

We would very much appreciate having this communication incorporated in 
the record of the hearings on H. R. 4521. 

Very truly yours, 
W. R. Grace & Co., 
Petrer Grace, President. 


NEw York, N. Y., June 29, 1951. 
Congressman Haro.tp Coo.Ley, 
Chairman, House Agricultural Committee, 
Washington, D. C.: 

I respectfully urge your committee to withhold approval of Senate Bill 1694 to 
amend and extend the Sugar Acts of 1948 unless the quota allowed to the Republic 
of Haiti is considerably increased. The present quota is 755 tons and in the 
new bill now before your committee this has been raised to 1932 tons. Both 
of these amounts are so small that for practical purposes they are useless. The 
Haitian-American Sugar Co., 8S. A., of which I am chairman, owned almost ex- 
clusively by citizens of the United States, has been operating since 1918. Its 
production this year was 64,000 tons, of which 39,000 tons is for export. Because 
of discriminatory legislation shutting out the United States market we are com- 
pelled to sell on the world market, which means Great Britain. This market 
will be lost in 1957, when the British Government program to increase cane 
production within the Sterling area will make her independent of countries who 
must sell for dollars. I earnestly request that your committee refuse to ac- 
quiesce to a continuation of a policy of gross injustice irreconcilable and in 
violation of our frequently pledged word to afford all Latin American countries 
the same fair treatment. To do otherwise weakens our point 4 program and 
profession of good faith to the Government and people of Haiti. 

FREDERICK E. HASLER. 





New York, N. Y., June 29, 1951. 
Congressman HAROLD COOLEY, 
Chairman, House Agricultural Committee, 
House of Representatives, Washington, D. C.: 


Sugar represents one of the most important exports from the Republic of 
Haiti. Export of sugar directly affects standard of living of many thousands. 
One sugar mill alone purchases cane from approximately 9,000 independent 
growers. There are now two new sugar mills under construction in Haiti and a 
third in prospect. We are informed that the United States quota proposed for 
Haiti and now under consideration represents only 5 percent of total sugar 
exports from the Republic. Contrasted with this over 75 percent of total imports 
of the Republic and from the United States. In view of the foregoing, and 
particularly the disparity between our percentage of total Haitian purchases 
abroad and the percentage of export sugar which Haiti is permitted to sell to 
us, we strongly urge further consideration and substantial increase in quota 
proposed. 

THE HAITIAN AMERICAN ASSOCIATION, INC., 
Dove.Las Braprorp, Executive Secretary. 
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Tue HAITIAN AMERICAN ASSOCIATION, INC., 
New York 5, N. Y., July 13, 1951. 
Hon. HArotp D. CooLey, 
Chairman, House Committee on Agriculture, 
House of Representatives, Washington, D. C. 

Dear Str: Thank you for the courtesy of your telegram of July 9, addressed to 
Douglas Bradford, executive secretary of this association, in which you are good 
enough to state that the contents of our telegram of June 29, which Mr. Bradford 
signed for the association, urging further consideration and a substantial increase 
in the quota proposed for the Republic of Haiti, will be called to the attention of 
the members of the House Committee on Agriculture. 

In explanation of our interest in the matter, the enclosed report, which was 
submitted to the first annual meeting of the association on June 12, 1951, briefly 
recounts the genesis and history of our association. 

Formally incorporated on July 21, 1950, as a nonprofit, nonpolitical organiza- 
tion, under the membership corporations law of the State of New York, our cer- 
tifiicate of incorporation recites as the principal purpose of the association 
“* * * to foster, encourage, and improve commercial and trade relations be- 
tween the United States and the Republic of Haiti * * *.” 

Any measure that may tend to limit or restrict these commercial and trade rela- 
tions, we vigorously protest; any measure that may tend to encourage and im- 
prove such relations, we strongly support. 

Our membership roster at the end of our first fiscal year, which is also en- 
closed, clearly evidences the degree of cooperation and interest displayed by cor- 
porations and individuals of considerable standing in the business committees 
of the Republic of Haiti and of the United States in the furtherance of the objec- 
tives of the association. 

The prepared statement submitted to your committee by Mr. Lawrence Myers, 
Director of the Sugar Branch of the United States Department of Agriculure, has 
come to our attention. On page 11 of the second part of his statement—Proposed 
Extension and Amendments to the Sugar Act of 1948—Mr. Myers comments that 
“Peru and the Dominican Republic made strong pleas for still larger quotas.” 

It is well known that the Governments of the Republic of Peru, the Domini- 
can Republic, and the Republic of Haiti have made strong portests through official 
channels regarding the limited quotas assigned to them, which they regard as 
definitely discriminatory in favor of the Republic of Cuba. 

The Republic of Haiti in particular requested that the quota to be assigned to 
them bear the same relationship, percentagewise, to their total export crop of 
sugar as the quota assigned to the Republic of Cuba may bear to the total export 
crop of that Republic, or that Haiti be assigned a fixed quota of 50,000 tons per 
annum. 

On page 6 of the same part of his statement, Mr. Myers makes the definite 
statement that “The increase provided for full-duty countries, however, should 
improve our trade relations with them.” If the proposed quotas were in any 
way adequate, the truth of this statement would have added strength. 

In the enclosed memorandum we have endeavored to set forth our grounds for 
regarding the increase provided for the Republic of Haiti, at least, as grievously 
and woefully inadequate and unfair. 

Thank you for such consideration as you and your committee may give to 
our views. 

e Yours respectfully, 
FREDERICK EK. HASLER, President. 


MEMORANDUM To SUPPLEMENT TELEGRAM ADDRESSED TO Hon. Haro_p D. CooLey, 
CHAIRMAN, House COMMITTEE ON AGRICULTURE, JUNE 29, 1951, UrncIne FurTHER 
CON IDERATION AND SUBSTANTIAL INCREASE IN QUOTA PROPOSED FOR REPUBLIC 
oF HAITI 


The Republic of Haiti is essentially an agricultural country; the economy of 
the Republic is almost wholly dependent upon agriculture. 

Exports from the Republic are made up of products of agriculture, the only 
exception being a negligible amount of articles of handicraft. Export of sugar 
bulks large in the »nnual tabulstion of their exports, ranking third in impor- 
tance, surpassed only by coffee and sisal. 

Official statistics for the last two fiscal years (figures for 1949-50 not yet 
available) give the following destinations for sugar exports: 
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It is interesting to compare the percentage of export sugar shipped by Haiti to 
the United States with the similar figures for their other two principal export 
crops—coffee and sisal. The official statistics show the following: 


Percentage of export shipped to United States 
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The Republic of Haiti imports manufactured articles of every variety, with 
textiles and clothing, foodstuffs, machinery and apparatus, and soap predominat- 
ing in the order named. Of these nanufactures the United States supplies by far 
the greater part, as witness the following official figures : 
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All of these figures are taken from statistical tabulations officially published, 
and they speak for themselves. In sum, the United States sells to the Republic 
of Haiti over 76 percent of the imports into the Republic; buys from Haiti over 
30 percent of the coffee which the Republic exports, and over 96 percent of the 
sisal, and less than 5 percent of the sugar. The inequity is manifest. 

Nor do these figures tell all of the story, they do not clearly indicate the 
actual importance of the sugar crop in the economy of the Republic. It is 
reported, for instance; that one single sugar mill during the 1950 crop season or 
harvesting period purchased cane from approximately 9,000 independent grow- 
ers. It is said there is no single operation in any country in the sugar producing 
world where so many independent growers are so directly benefited. 

So much for the present, but the future is even more important. In April of 
this year it was announced that the Export-Import Bank had approved an 
increase of $10,000,000 to a total of $14,000,000 for the credit granted to the 
Haitian Government for further development of the Artibonite Valley in the cen- 
tral part of the Republic. This project envisages the agricultural development 
of some 77,000 acres of the most fertile soil in the Republic. It is unnecessary to 
labor the point that it is futile to increase productivity unless there can be con- 
eurrently developed a market for the resultant product. 

It is well known that the United Kingdom as a market for Haitian sugar will 
be closed to the Republic as soon as Great Britain has achieved the announced 
objective of increasing sugar production within the sterling area and thus doing 
away wtih any dependence upon dollar sugar. The exact date upon which 
this objective may be achieved is less important than the announcement of the 
objective, and it is logical to expect that Great Britain may already be making 
progress in that direction. 
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These facts and figures are submitted to the House Committee on Agriculture 
by the Haitian American Association, Inc., in support of an urgent request that 
the committee give further consideration to the quota proposed for the Republic 
of Haiti and that the committee substantially increase the proposed quota. 

It should be noted that the association does not seek the most-favored-nation 
treatment; the association does not even request favorable treatment. The asso- 
ciation does venture urgently to request only such treatment as may be con- 
strued to give the barest recognition of conditions as they actually exist and of 
the bonds of commerce, trade and friendship, historically and traditionally, 
existing between the Republic of Haiti and the United States. 

Respectfully submitted. 

THE HAITIAN AMERICAN ASSOCIATION, INC., 
FREDERICK E. HasSter, President. 


THE HAITIAN-AMERICAN ASSOCIATION, INC.—REPORT OF EXECUTIVE SECRETARY— 
First ANNUAL MEETING, JUNE 12, 1951 


In the early spring of 1950 a small group of businessmen in New York who 
were interested in the improvement of commercial and cultural relations be- 
tween the Republic of Haiti and the United States resolved to investigate the 
degree of cooperation and support which might be enlisted. 

An organization committee of five members was formed under the chairman- 
ship of Mr. Frederick E. Hasler, and the acting secretary of the committee was 
directed to explore the possibilities of assembling a larger number of active 
members. 

On May 17, 1950, the organization committee met to consider the situation. 
At that time, 23 firms and corporations doing business with Haiti had expressed 
their interest and their willingness to become members of the association when, 
as, and if it were organized. 

The organization committee then decided to proceed with formal organization 
and incorporation of the association as a membership nonprofit corporation under 
the memberships corporation law of the State of New York. 

On July 31, 1950, the incorporators of the association held a meeting; formally 
approved the certificate of incorporation which had been filed with the secretary 
of state of the State of New York; adopted the proposed bylaws; and elected 
the board of directors. 

On August 15, 1950, the board of directors met and elected the officers of the 
association, to hold office for 1 year or until the annual meeting of the associa- 
tion and of the board. 

On October 31, 1950, the president, treasurer and the executive secretary of the 
association lunched with Elias A. Noustas, a director, and with Roger Boucard, of 
Boucard & Co., Port-au-Prince. Out of the luncheon discussion grew the appoint- 
ment of an informal membership committee in Port-au-Prince, to consist of Roger 
Boucard, A. M. Herres of the Banque Nationale de la Republique d’Haiti, Joseph 
Nadal, of Joseph Nadal & Co., and Elias A. Noustas, of La Belle Creole. 

The members of the Haitian committee have contributed a great deal toward 
the progress of the association, both in the enlargement of our membership to 
include corporations, firms and individuals domiciled in the Republic, and in 
general cooperation toward the advancement of the objectives of the association. 
Correspondence received clearly indicates a growing sense of mutual interest and 
cooperative effort between our membership in Haiti and our membership in the 
United States. The bond between the two groups is continually being strength- 
ened. 

On January 22, 1951, the president and several of the directors of the associa- 
tion entertained Senator Louis Dejoie of the Republic at luncheon. Senator 
Dejoie, who has since become a member of the association in the name of his 
corporation in Port-au-Prince, expressed great interest in the work of the asso- 
ciation and has lent his cooperation. 

On April 12, 1951, in conjunction with the directors of the Pan American 
Society, the directors of our association tendered a dinner at the Waldorf Astoria 
in honor of the Minister of Foreign Affairs of the Republie of Haiti, M. Jacques 
Leger. Other guests included the Ambassadors from the Republic of Haiti to the 
United States and to the United Nations; the consul general of the Republic in 
New York: and other distinguished Haitians who were in New York at the time. 

The week of April 7 to April 14, 1951, was designated as Haiti Week in New 
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York, under the auspices of the Haiti Tourist Information Bureau, an agency of 
the Government of the Republic in New York. The president of our association 
accepted appointment as a member of the general committee for Haiti Week in 
New York and attended many of the functions. Other members of the association 
arranged excellent exhibits at the exposition of products of the Republic which 
was open during the period. 

On May 31, 1951, the president and several of the directors and members of 
the association entertained M. Francois Georges, Minister of Finance of the 
Republic, at luncheon. Other guests included the consul general of the Republic 
in New York, and Senator Dejoie, of Port-au-Prince. 

Each one of these affairs has contributed noticeably toward the furtherance 
of the aims of the association, and their cumulative effect is evident in the 
correspondence received. 

The association issues a monthly bulletin, News Items, with current news 
of interest regarding developments within the Republic, and with particular 
attention to such items as may prove of general interest to our members. This 
monthly bulletin has been well received, and requests continually reach the office 
of the association for additional copies. 

The association maintains an office at 60 Wall Street. Numerous requests 
pertinent to Haitian-American trade and travel have been properly serviced. 
The number of these requests is continually increasing and it is felt that the 
association is fulfilling one of the needs for which it was founded. 

The association closes its first fiscal year on May 31, 1951, with 9 months 
of activity, with a total of 48 members, of whom 43 are corporate members and 
5 individual members. 

The executive secretary desires to express his personal appreciation of the 
continuing and unfailing cooperation extended by the president and all of the 
officers and directors of the association. Their cooperation alone has made 
possible the degree of progress made by the association during the year. 

Respectfully submitted. 

DovuGcLAs BRADFORD, 
Executive Secretary. 


THE HAITIAN-AMERICAN ASSOCIATION, INC, 


Aleoa Steamship Co., Inc., 17 Battery Place, New York, N. Y.; represented by 
W. H. Griffin, vice president. 

American Cable & Radio Corp., 67 Broad Street, New York, N. Y.; represented 
by Robert D. Merrill. 

Banque Nationale de la République d’Haiti, Port-au-Prince, République d’Haiti; 
represented by A. M. Herres, vice president and manager. 

Bercovici Navigation Agency, Inec., as general agents of M. T. T. C. Line, 25 
Broadway, New York, N. Y.; represented by Ralph U. Bercovici. 

Boucard & Co., Post Office Box A-128, Port-au-Prince, République d’Haiti; rep- 
resented by M. Roger Boucard. 

Chemical Bank & Trust Co., 165 Broadway, New York, N. Y.; represented by 
Charles BE. Rance, assistant vice president. 

Commercial Francisco Oliver, Port-au-Prince, République d’Haiti; represented 
by M. Francisco Oliver. 

East India Co., Inc., 39 Broadway, New York, N. Y.; represented by F. J. 
Zeehandelaar. 

Etablissements Agricoles et Industriels, Louis Dejoie, Post Office Box B-—172, 
Port-au-Prince, République d’Haiti; represented by M. Louis Dejoie, president. 

Charles Féquiére & Cie., 44 Rue Roux, Port-au-Prince, République d’Haiti; répre- 
sented by M. Charles Féquiére. 

Funch, Edye & Co., Ine., 25 Broadway, New York, N. Y.; represented by Kenneth 
Schmolze, manager, West Indies department. 

M. Gustav Gilig, post office box 5, Port-au-Prince, République d’Haiti. 

David E. Grant, Esq., Grant & Herrmann, 1 Wall Street, New York, N. Y. 

Haitian American Development & Trade Corp., 366 Broadway, New York, N. Y.; 
represented by Elias A. Noustas, president. 

Haitian American Development Corp., room 1506, 42 Broadway, New York, N. Y.; 
represented by W. V. B. Findley, secretary. 

Admiral William H. Halsey, Jr., chairman of the board, All America Cables & 
Radio, Ine., 67 Broad Street, New York, N. Y. 

Hamilton Bank Note Engraving & Printing Co., 39 Chambers Street, New York, 

N. Y.; represented by Robert S. Rowe, Esq. 
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Frederick E. Hasler, Esq., 30 Broad Street, New York, N. Y. 

Haytian Purchasing Corp., 120 Wall Street, New York, N. Y.; represented by 
Wiliiam Kroether, vice president. 

IBM World Trade Corp., 20 East Fifty-seventh Street, New York, N. Y.; repre- 
sented by J. T. Wilson, chairman executive committee. 

Intra-Mar Shipping Corp., 11 Broadway, New York, N. Y.; represented by E. R. 
Binder, president. 

Knappen Tippetts Abbett Engineering Co., 62 West Forty-seventh Street, New 
York, N. Y.; represented by Gerald T. McCarthy. 

Mr. Anton Kneer, Port-au-Prince, République d’Haiti. 

Mr. D. J. Lungwitz, manager, Haitian American Development Corp., Cape 
Haitien, République d’ Haiti. , 

C. A. Mackay & Co., Inc., 111 Wall Street, New York, N. Y.; represented by Chand- 
ler S. Mackay. 

Mohegan Trading Corp., 11 Broadway, New York, N. Y.; represented by H. D. 
Fowley. 

Joseph Nadal & Co., Post Office Box A-91, Port-au-Prince, République d’Haiti; 
represented by Joseph Nadal. 

The National City Bank of New York, 55 Wall Street, New York, N. Y.; repre- 
sented by Louis Naetzker, vice president. 

Pabst Sales Co., 221 North La Salle Street, Chicago, Ill.; represented by Gene 
Biron, assistant general sales manager in charge of export and special sales. 
Pan American World Airways, Inc., 135 East Forty-second Street, New York, 

N. Y.; represented by Erwin Balluder, vice president. 

Charles H. C. Pearsall, Cuba Mail Line, Pier 34, North River, New York, N. Y. 

Perkins-Goodwin Co., 30 Rockefeller Plaza, New York, N. Y., represented by 
Dr. Kar! R. Karlson. 

George W. Polley, general manager, Compagnie d’Eclairage Electrique, 55 Rue 
des Miracles, Port-au-Prince, République @ Haiti. 

L. Preetzmann Aggerholm Co., Port-au-Prince, République d’Haiti; represented 
by J. Muller. 

Raymond Concrete Pile Co., 140 Cedar Street, New York, N. Y.; represented by 
George F. Ferris, vice president and general manager. 

Reynolds Metals Co., Reynolds Metals Building, Richmond, Va.; represented by 
Walter L. Rice, vice president. 

The Royal Bank of . anada, 68 William Street, New York N. Y.; represented by 

Xdward C. Holahan, agent. : 

Société Haitiano-Americaine de Developpement Agricole, Port-au-Prince, Ré- 
publique d’Haiti; represented by Mr. J. W. MacQueen, president and general 
manager. 

Société Haitienne d’Automobiles, S. A., Port-au-Prince, République d’Haiti; 
represented by M. M. Marcel Gentil, president. 

Southern Sisal Development Co., S. A., post office box A-26, Port-au-Prince, 
République d’Haiti; represented by M. G. D. Bellande, president. 

Southwestern Sugar & Molasses Co., 111 Broadway, New York, N. Y.; represented 
by A. I. Kaplan, president. 

Standard Fruit & Steamship Co., 11 Broadway, post office box 32, Bowling Green 
Station, New York, N. Y.; represented by M. A. Kerwin, vice president. 

Standard Oil Co. (incorporated in New Jersey), 30 Rockefeller Plaza, New York, 
N. Y.; represented by Gordon H. Michler. 

Suarez & Co., 88 Franklin Street, New York, N. Y. 

Talamas Bros., Port-au-Prince, République d’Haiti; represented by M. Moussa 
Talamas. 

The Texas Co., 135 East Forty-second Street, New York, N. Y.; represented by 
O. B. Small, general manager foreign sales department. 

United States Steel Export Co., 30 Church Street, New York, N. Y.; represented 
by George A. Meckes, vice president. 

J. B. Vital & Co., Successors, Port-au-Prince, République d’Haiti; represented 
by Gerard Vital. 

Westinghouse Electric International Co., 40 Wall Street, New York, N. Y.; 
represented by J. R. Rinehart, manager, service division. 

Frank W. Wilson, Grand Rue, Port-au-Prince, République d’ Haiti. 

Hamilton Wright Organization, Inc., 1250 Avenue of the Americas, Rockefeller 
Plaza, New York, N. Y.; represented by Hamilton Wright, Jr. 
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New York, N. Y., July 10, 1951. 
. Congressman Haroip CooLey, 
Chairman, House Agricultural Committee: 

As stockholder of Haitian American Sugar Co., S. A., am very disappointed 
by the quota assigned to Haiti in pending sugar legislation. Believe action con- 
templated in this bill is unfair, arbitrary, and discriminating; and urge fairer 
treatment of this old friend of the United States. 

JOHN P. OHL, 
Sands Points, N. Y. 


New York, N. Y., July 10, 1951, 
Congressman Haro.tp CooLey, 
Chairman, House Agricultural Committee: 

As a stockholder of Haitian American Sugar Co., 8S. A., I wish to protest tiny 
amount of 1,932 tons of sugar proposed as Haitian quota in Senate bill 1694. 
Our entire exportable sugar crop is over 35,000 tons, and the ridiculous quota 
proposed discriminates against Haiti and runs contrary to all the good inten- 
tions of point 4 program. 

F. Gorpon MILLER, 
Manhasset, N. Y. 


(Whereupon, at 12:10 p. m., the committee adjourned.) 
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